
UNITY IN DEVELOPMENT 


[These annual financial statements have not been audited] 


ANNUAL FINANCIAL STATEMENTS 


30 JUNE 2017 













EMALAHLENI MUNICIPALITY 


INDEX 



General Information 1 

Approval of the Financial Statements 2-3 

Statement of Financial Position 4 

Statement of Financial Performance 5 

Statement of Changes In Net Assets 6 

Cash Flow Statement 7 

Statement of comparison of budget and actual amounts - Statement 

of Financial Position 5 . g 

Statement of comparison of budget and actual amounts - Statement 

of Financial Performance 10-11 

Statement of comparison of budget and actual amounts - Cash 

Flow Statement 12-13 

Accounting Policies 14-46 

Notes to the Financial Statements 47.81 


APPENDICES - Unaudited 

A Schedule of External Loans 82 

B Segmental Statement of Financial Performance - Municipal Votes 83 

C Segmental Statement of Financial Performance - GFS 84 

D Disclosure of Grants and Subsidies in terms of Section 123 of the MFMA, Act 56 of 85 

2003 









EMALAHLENI MUNICIPALITY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 
GENERAL INFORMATION 


NATURE OF BUSINESS 

Emalahlem Municipality is a local municipality performing the functions as set cut in the Const tution (Act no 108 of 1996) 

COUNTRY OF ORIGIN AND LEGAL FORM 

Emalahleni Municipality is a South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act 
(Act no 117 of 1998) 

JURISDICTION 

The Emalahleni Municipality includes the following towns and surrounding rural areas: 

Dordrecht 
indwe 
Lady Frere 

MUNICIPAL MANAGER 

Dr S. W. Vatala 

CHIEF FINANCIAL OFFICER 

GP De Jager 

REGISTERED OFFICE 

Emalahleni Municipality ; 37 Indwe Road; Lady Frere; 5410 

AUDITORS 

Office of the Auditor General 

PRINCIPLE BANKERS 

Standard Bank; 92 Cathcart RD; Queenstown; 5320 

RELEVANT LEGISLATION 

Municipal Finance Management Act (Act no 56 of 2003) 

Divis on of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 117 of 1998? 

Mun cipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Act no 108 of 1997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004} 

Electricity Act (Act no 41 of 1987) 

Skills Development Levies Act (Act no 9 of 1999) 

Emp oyment Equ ty Act (Act no 55 of 1998) 

Unemp'oyment Insurance Act (Act no 30 of 1966? 

Basic Conditions of Employment Act (Act no 75 of 1997? 

Supply Chain Management Regulations, 2005 
Collective Agreements 
Infrastructure Grants 
SALBC Leave Regulations 
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APPROVAL OF FINANCIAL STATEMENTS 


I am respons.ble for the preparation of these annual financial statements year ended 30 June 2017 which are set out on pages 1 
to 94 tn terms of Section 126 (1) of the Mun cipal Finance Management Act and which I have s gned on behalf of the 
Mumc pality The annual financ al statements have been prepared in accordance with GFtAP 


I acknowledge that I am ultimately responsib e for the system of interna financial contra' and that the system of internal contra 1 
provides reasonable assurance that the financial records can be relied on 


I have reviewed the Municipality's cash flow forecast for the year to 30 June 2017 and is satisfied that the Mun cipality can 
continue in operational existence for the foreseeable future 


The external auditors are responsib e for ndependently reviewing and reporting on the Municipal's financia' statements 


I certify that the remuneralon of Councillors and in-kind benefits are within the upper limits of the framework envisaged in Section 
219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and the M nister of Provincia and Local 
Government's determination in accordance with this Act 



Dr S^W^ aiala 
ACCOUNTING OFFICER 


2,9-og/r 

Oate 


3 


EMALAHLENI MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2017 


NET ASSETS AND LIABILITIES 
Net Assets 

Accumulated Surplus/(Deficit) 

Non-Current Liabilities 

Long-term Liabilities 
Employee benefits 
Non-Current Provisions 

Current Liabilities 

Current Employee benefits 
Provisions 

Payables from exchange transactions 

Unspent Conditional Government Grants and Receipts 

Current Portion of Long-term Liabilities 

Total Net Assets and Liabilities 
ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Investment Property 
Intangible Assets 
Heritage Assets 

Current Assets 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Operating Lease Asset 
VAT 

Unpaid Conditional Government Grants and Receipts 
Cash and Cash Equivalents 

Total Assets 


Notes 2017 2016 

R R 

Restated 


401,924,741 400,462,233 



401,924,741 

400,462,233 


6,877,628 

7,000,234 

2 

- 

295,485 

3 

6,877,627 

6,704,749 

4 

0 

(0) 


41,378,290 

41,420,031 

5 

9,032,174 

7,544,844 

4 

11,210,331 

10,525,917 

6 

20,039,799 

21,838,963 

7 

800,500 

1,157,442 

2 

295,485 

352,864 





450,180,659 

448,882,498 


416,473,896 

401,605,390 

9 

411,828,235 

397,129,801 

10 

4,154,287 

4,162,286 

11 

308,838 

130,767 

12 

182,536 

162,536 


33,706,763 

47,277,107 

13 

5,683,400 

7,469,630 

14 

1,656,701 

5,277,735 

15 

78,480 

82,746 

8 

11,462,319 

6,027,535 

7 

1,691,866 

- 

16 

13,133,998 

28,419,461 


450,180,659 448,882,498 


Page 4 




EMALAHLENI MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2017 




2017 

2016 

2016 

2016 


Notes 

Actual 

Restated 

Correction 

of 

Error 

Previously 

reported 



R 

R 

R 

R 

REVENUE 






Revenue from Non-exchange Transactions 


163,822,633 

181,677,990 


181,677,990 

Taxation Revenue 


4,146,296 

3,744,290 


3,744,290 

Property rates 

17 

4,146,296 

3,744,290 


3,744,290 

Transfer Revenue 


156,245,205 

175,804,259 


175,804,259 

Government Grants and Subsidies - Capital 

18 

26,170,100 

30,614,700 


31,614,700 

Government Grants and Subsidies 

18 

132,075,105 

145,189,559 


145,189,559 

Other Revenue 


1,431,131 

2,129,440 


2,129 t 440 

Actuarial Gains 


1,278,548 

1 164,568 


164,568 

Reversal of Impairment 


- 

635,644 

- 

635,644 

Reversal of contribution landf If site rehabilitation cost 


- 

988 718 


988,718 

Fines 


115,919 

81,510 


81,510 

Contributed Assets 


36,664 

| 259,000 


255,000 

Revenue from Exchange Transactions 


24,963,939 

22,572,086 


22,572,086 

Service Charges 

19 

14,799,087 

12,036,187 


12,036,187 

Rental of Facilities and Equipment 


727,068 

771,148 


771,148 

Interest Earned - externa' investments 

20 

2,312,651 

3,846,124 


2,846,124 

Interest Earned - outstanding debtors 

20 

4,708,774 

4,632,959 


4.632,959 

Licences and Permits 


1,072,974 

444,382 


444,382 

Agency Services 


66,627 

58 723 


53,723 

Gains on Sale of Fixed Assets 


490,000 

- 


- 

Other Income 

21 

786,757 

782,563 


782,563 







Total Revenue 


188,786,571 

204,250,076 


204,250,076 

EXPENDITURE 






Employee related costs 

22 

66,175,192 

54.543,120 

886,551 

53,656,569 

Remuneration of Councillors 

23 

11,184,958 

10.884,836 

* 

10,884,836 

Debt Impairment 

24 

2,327,348 

4.398,435 

(4,128,144) 

8,526,579 

Bad debts written-off 

24 

5,079,096 

4.128,144 

4,128,144 

- 

Depreciation and Amortisation 

25 

20,768,086 

22.467,631 

(333,984) 

22,801,615 

Impairments 

10,11,12 

- 


- 

- 

Repairs and Maintenance 


0 

0 

(7,094,382) 

7,019,692 

Finance Charges 

26 

1,363,144 

622,053 

- 

622,053 

Bulk Purchases 

27 

12,948.236 

13 480,217 

(2,148,676) 

15,628,893 

Contracted services 


6,282.007 

9 846,997 

5,024,551 

4,822,446 

Other Operating Grant Expenditure 

28 

14,583.595 

28 906,458 

- 

28,906,458 

General Expenses 

29 

45,368.248 

42 463,054 

984,691 

41,478,363 

Loss on disposal of Property,Plant and Equipment 


1,244,154 

8 831,118 

- 

8,831,118 

Total Expenditure 


187,324,063 

200,572,061 

(2,681,249) 

203,178,620 

Discontinued Operations 

46.1 


2 265.664 


2,265,864 

NET SURPLUS FOR THE YEAR 


1,462,508 

5,943,879 

2,681,249 

3,337,320 
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EMALAHLEN) MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2017 



Accumulated 

Surplus/(Deficit] 

Total 


R 

R 

Balance at 1 JULY 2015 

406,169,908 

406,169,908 

Correction of errors 

(11,651,554) 

(11,651,554) 

Restated Balance at 1 JULY 2015 

Net Surplus for the year 

394,516,354 

5,943,879 

394,518,354 

5,943.879 

Balance at 30 JUNE 2016 

400,462,233 

400,462,233 

Net Surplus for the year 

1,462,508 

1,462,508 

Balance at 30 JUNE 2017 

401,924,741 

401,924,741 


Page 6 



EMALAHLENi MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2017 




30 JUNE 2017 

30 JUNE 2016 

CASH FLOW FROM OPERATING ACTIVITIES 

Notes 

R 

R 

Receipts 

Ratepayers and other 


19,852,874 

20,958,765 

Government - operating 

18 

132,075,105 

145,189,559 

Government - capital 

18 

26,170,100 

30,614,700 

Interest 


7,021,425 

8,479,083 

Payments 

Suppliers 


(92,901,055) 

(101,137,107) 

Employees 

22 

(57,758,869) 

(47,932,214) 

Councillors 

23 

(11,184,958) 

(10,884,835) 

Finance charges 

26 

(1,363,144) 

(120,034) 

Cash generated by operations 

31 

21,911,479 

45,167,917 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 

Proceeds on disposal of PPE 

13 

(36,561,540) 

(48,577,807) 

359,989 

Purchase of Intangible Assets 

11 

(282,540) 

(10,950) 

Net Cash from Investing Activities 


(36,844,080) 

(48,228,768) 

CASH FLOW FROM FINANCING ACTIVITIES 

Loans repaid 


(352,862) 

(296,088) 

Net Cash from Financing Activities 


(352,862) 

(296,088) 

NET (INCREASE) /DECREASE IN CASH AND CASH EQUIVALENTS 

_ 

(15,285,464) 

(3,356,939) 

Cash and Cash Equivalents at the beg nning of the year 


28,419,461 

31,776,400 

Cash and Cash Equiva ents at the end of the year 

32 

13,133,998 

28,419,461 

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 


(15,285,464) 

(3,356,939) 
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EMALAHLENI MUNICIPAUTY 

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2017 




COMMUNITY WEALTH 

Accumulated Suiplus/(Defjcil) 401.924.741 404 417,000 (2,492.259) 0.62S 
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EM I L illLEXI MUNICIPALITY 


NOl ES ] O 1IIE FINANC1 \L STATEMENTS FOR THE \ E \R ENDED 30 JUNE 2017 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 

1.1. BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and 
are in accordance with historical cost convention unless specified otherwise. 

The annual financial statements have been prepared in accordance with the Municipal 
Finance Management Act (MFMA) and effective standards of Generally Recognised 
Accounting Practices (GRAP), including any interpretations and directives issued by the 
Accounting Standards Board (ASB) in accordance with Section 122(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting framework , have been developed in accordance with paragraphs 8, 10 and 11 of 
GRAP 3 (Revised - March 2012) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board. 

The Municipality resolved to early adopt the following GRAP standards which have been 
issued but are not effective yet. 

A summary of the significant accounting policies, which have been consistently applied 
except where an exemption has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's 
financial statements, unless explicitly stated otherwise. The details of any changes in 
accounting policies are explained in the relevant notes to the financial statements. 

In terms of Directive 7: "The Application of Deemed Cost on the Adoption of Standards of 
GRAP” issued by the Accounting Standards Board, the Municipality applied deemed cost to 
Investment Property, Property, Plant and Equipment and Intangible where the acquisition 
cost of an asset could not be determined. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. Financial values are rounded to the nearest one Rand. 

1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 
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E\1 1 L ill LEX I MUSIC IP. tLlTY 


NOTfcS 10 TIM. H.NANCI \L STATEMENTS IOR THE YE \R ENDED 30 .JUNE 2017 


1.4. COMPARATIVE INFORMATION 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are restated, unless a standard of GRAP does 
not require the restatements of comparative information. The nature and reason for the 
reclassification is disclosed. Where material accounting errors have been identified in the 
current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy 
in the current year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 

1.5 AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on 
the relevance of any such amendment to the format and presentation of the annual financial 
statements. The principal amendments to matters disclosed in the current financial 
statements include errors. 

1.6. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or 
collectively, influence the decision or assessments of users made on the basis of the annual 
financial statements. Materiality depends on the nature or size of the omission or 
misstatements judged in the surrounding circumstances. The nature or size of the 
information item, or a combination of both, could be the determining factor. Materiality is 
determined as 1% of total expenditure. This materiality is from management's perspective 
and does not correlate with the auditor's materiality. 

1.7. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information is prepared in accordance with GRAP 24 and based 
on the Municipal Budget and Reporting Regulations format. The comparison of budget and 
actual amounts are disclosed as separate additional financial statements, namely 
Statements of comparison of budget and actual amounts. 

Budget information is presented on the accrual basis and is based on the same period as the 
actual amounts, i.e. 1 July 2014 to 30 June 2015. The budget information is therefore on a 
comparable basis to the actual amounts. 

The comparable information includes the following: 

• the approved and final budget amounts; 

• actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are included in the 
Statements of Comparison of Budget and Actual Amounts. 

Explanations for material differences between the final budget amounts and actual amounts 
are included the Statements of Comparison of Budget and Actual Amounts. Material 
differences are being defined by Management as 10% of a specific line-item with a minimum 
of R1 million. 

The disclosure of comparative information in respect of the previous period is not required in 
terms of GRAP 24. 
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1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED 
BUT NOT YET EFFECTIVE 

GRAP 18 Segment Reporting is effective from 1 April 2015. The implementation of 
GRAP 18 is delayed, in terms of Directive 5, for municipalities for the 2015/16 financial 
year. 

The following GRAP standards have been issued but are not yet effective and have not 
been early adopted by the Municipality: 


Standard 

Description 

Effective Date 




GRAP 20 

(Original - June 2011) 

Related Party Disclosure 

The objective of this Standard is to ensure that an 
Municipality’s financial statements contains the 
disclosures necessary to draw attention to the 
possibility that its financial position and surplus or 
deficit may have been affected by the existence of 
related parties and by transactions and outstanding 
balances with such parties. 

The Municipality resolved to formulate an accounting 
policy based on the disclosure requirements as per 
GRAP 20. The information is therefore included in 
the financial statements. 

Unknown 

GRAP 32 

(Original - Aug 2013) 

Service Concession Arrangements: Grantor 

The objective of this Standard is to prescribe the 
accounting for service concession arrangements by 
the grantor and a public sector entity. 

No significant impact is expected as the 
Municipality’s current treatment is already in line with 
the Standards treatment. 

Unknown 

GRAP 105 

(Original - Nov 2010) 

Transfer of Functions Between Entities Under 
Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer and transferor 
in a transfer of functions between entities under 
common control. 

No significant impact is expected as the Municipality 
does not participate in such business transactions 
and no such transactions or events are expected in 
the foreseeable future. 

1 April 2015 

GRAP 106 

(Original - Nov 2010) 

Transfer of Functions Between Entities Not 
Under Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer in a transfer of 

1 April 2015 
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functions between entities not under common 
control. 

No significant impact is expected as the Municipality 
does not participate in such business transactions 
and no such transactions or events are expected in 
the foreseeable future. 


GRAP 107 

(Original - Nov 2010) 

Mergers 

The objective of this Standard is to establish 
accounting principles for the combined entity and 
combining entities in a merger. 

No significant impact is expected as the Municipality 
does not participate in such business transactions 
and no such transactions or events are expected in 
the foreseeable future. 

1 April 2015 

GRAP 108 

(Original - Sept 2013) 

Statutory Receivables 

The objective of this Standard is to prescribe 
accounting requirements for the recognition, 
measurement, presentation and disclosure of 
statutory receivables. 

The Municipality has revolved to adopt the principles 
as set out in GRAP 108 to formulate its own 
accounting policy. 

Unknown 

IGRAP11 

Consolidation - Special Purpose Entities (SPE) 

The objective of this Interpretation of the Standard is 
to prescribe under what circumstances an entity 
should consolidate a SPE. 

No significant impact is expected as the Municipality 
does not have any SPE’s at this stage. 

1 April 2015 

IGRAP 12 

Jointly Controlled Entities non-monetary 
contributions 

The objective of this Interpretation of the Standard is 
to prescribe the treatment of profit/loss when an 
asset is sold or contributed by the venturer to a 
Jointly Controlled Entity (JCE). 

No significant impact is expected as the Municipality 
does not have any JCE's at this stage. 

1 April 2015 


These standards, amendments and interpretations will not have a significant impact on 
the Municipality once implemented. 

1.9. LEASES 

1.9.1 Municipality as Lessee 
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Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Municipality. Property, plant 
and equipment or intangible assets (excluding licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights) 
subject to finance lease agreements are initially recognised at the lower of the asset’s fair 
value and the present value of the minimum lease payments. The corresponding 
liabilities are initially recognised at the inception of the lease and are measured as the 
sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the Municipality uses the 
interest rate that exactly discounts the lease payments and unguaranteed residual value 
to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant and equipment, investment 
property or intangibles assets. The lease liability is reduced by the lease payments, 
which are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. The 
accounting policies relating to de-recognition of financial instruments are applied to lease 
payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined expenses and actual payments 
made will give rise to a liability. The Municipality recognises the aggregate benefit of 
incentives as a reduction of rental expense over the lease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern of the lessee's 
benefit from the use of the leased asset. 

1.9.2 Municipality as Lessor 

Under a finance lease, the Municipality recognises the lease payments to be received in 
terms of a lease agreement as an asset (receivable). The receivable is calculated as the 
sum of all the minimum lease payments to be received, plus any unguaranteed residual 
accruing to the Municipality, discounted at the interest rate implicit in the lease. The 
receivable is reduced by the capital portion of the lease instalments received, with the 
interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to de-recognition and impairment of financial instruments are 
applied to lease receivables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease revenue is recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined revenue and actual payments 
received will give rise to an asset. The Municipality recognises the aggregate cost of 
incentives as a reduction of rental revenue over the lease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern over which the 
benefit of the leased asset is diminished. 


1.10. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Conditional government grants are subject to specific conditions. If these specific 
conditions are not met, the monies received are repayable. 
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Unspent conditional grants are financial liabilities that are separately reflected on the 
Statement of Financial Position They represent unspent government grants, subsidies 
and contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the 
creation and utilisation of this creditor: 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are 
transferred to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the Municipality until it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If 
it is payable to the funder it is recorded as part of the creditor. If it is the 
Municipality's interest, it is recognised as interest earned in the Statement of 
Financial Performance. 

1.11. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately 
reflected on the Statement of Financial Position. The asset is recognised when the 
Municipality has an enforceable right to receive the grant or if it is virtually certain that it 
will be received based on that grant conditions have been met. They represent unpaid 
government grants, subsidies and contributions from the public. 

The following provisions are set for the creation and utilisation of grant receivables: 

• Unpaid conditional grants are recognised as an asset when the grant is receivable. 


1.12. PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive 
obligation as a result of past events, it is probable that an outflow of resource embodying 
economic benefits or service potential will be required to settle the obligation and a 
reliable estimate of the provision can be made. Provisions are reviewed at reporting date 
and adjusted to reflect the current best estimate of future outflows of resources. Where 
the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market’s current assessment of the time value of money, 
adjusted for risks specific to the liability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where an inflow of economic benefits or service potential is probable. 

Future events that may affect the amount required to settle an obligation are reflected in 
the amount of a provision where there is sufficient objective evidence that they will occur. 
Gains from the expected disposal of assets are not taken into account in measuring a 
provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 
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(a) The Municipality has a detailed formal plan for the restructuring identifying at least: 

• the business or part of a business concerned; 

• the principal locations affected; 

• the location, function and approximate number of employees who will be 
compensated for terminating their services; 

• the expenditures that will be undertaken; and 

• when the plan will be implemented. 

(b) The Municipality has raised a valid expectation in those affected that it will carry 
out the restructuring by starting to implement that plan or announcing its main 
features to those affected by it. 

If it is no longer probable that an outflow of resources embodying economic benefits or 
service potential will be required to settle the obligation, the provision is de-recognised. 


1.13. EMPLOYEE BENEFITS 

Defined contribution plans are post-employment benefit plans under which the 
Municipality pays fixed contributions into a separate entity (a fund) and wilt have no legal 
or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior 
periods. 

Defined benefit plans are post-employment benefit plans other than defined contribution 
plans. 


1.13.1 Post-Retirement Medical Obligations 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. 
Council pays 60% as contribution and the remaining 40% are paid by the members. For 
retired members, Council pays 70% as contribution and the remaining 30% are paid by 
the members. The entitlement to these benefits is usually conditional on the employee 
remaining in service up to retirement age and the completion of a minimum service 
period. The present value of the defined benefit liability is actuarially determined in 
accordance with GRAP 25 - Employee benefits (using a discount rate applicable to high 
quality government bonds). The plan is unfunded. 

These contributions are charged to the Statement of Financial Performance when 
employees have rendered the service entitling them to the contribution. The liability was 
calculated by means of the projected unit credit actuarial valuation method. The liability in 
respect of current pensioners is regarded as fully accrued, and is therefore not split 
between a past (or accrued) and future in-service element. The liability is recognised at 
the fair value of the obligation. Payments made by the Municipality are set-off against the 
liability, including notional interest, resulting from the valuation by the actuaries and are 
charged against the Statement of Financial Performance as employee benefits upon 
valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is charged or credited to the Statement of Financial Performance 
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in the period that it occurs. These obligations are valued periodically by independent 
qualified actuaries. 

1.13.2 Long Service Awards 

Long service awards are provided to employees who achieve certain pre-determined 
milestones of service within the Municipality. The Municipality’s obligation under these 
plans is valued by independent qualified actuaries annually and the corresponding liability 
is raised. Payments are set-off against the liability, including notional interest, resulting 
from the valuation by the actuaries and are recognised in the Statement of Financial 
Performance as employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is recognised in the Statement of Financial Performance in the 
period that it occurs. These obligations are valued periodically, unless circumstances 
change significantly in which case it is done annually, by independent qualified actuaries. 

1.13.3 Staff Leave accrued 

Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year-end and also on the 
total remuneration package of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current 
period's entitlement is not used in full. All unused leave will be paid out to the specific 
employee at the end of that employee’s employment term. Unused leave is being capped 
at 48 days. 

Accumulated leave is vesting. 


1.13.4 Staff Bonuses Accrued 

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at 
year end is based on bonus accrued at year-end for each employee. 

1.13.5 Provision for Performance Bonuses 

A provision, in respect of the liability relating to the anticipated costs of performance 
bonuses payable to Section 57 employees, is recognised as it accrue to Section 57 
employees. Municipal entities’ performance bonus provisions are based on the 
employment contract stipulations as well as previous performance bonus payment 
trends. 

1.13.6 Pension and retirement fund obligations 

The Municipality provides retirement benefits for its employees and councillors. 

Defined contribution plans are post-employment benefit plans under which the 
Municipality pays fixed contributions into a separate entity (a fund) and will have no legal 
or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior 
periods. 
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The contributions to fund obligations for the payment of retirement benefits are 
recognised in the Statement of Financial Performance in the year they become payable. 

The defined benefit funds, which are administered on a provincial basis, are actuarially 
valued tri-annually on the projected unit credit method basis. Deficits identified are 
recovered through lump sum payments or increased future contributions on a 
proportional basis to all participating municipalities. The contributions and lump sum 
payments are recognised in the Statement of Financial Performance in the year they 
become payable. Sufficient information is not available to use defined benefit accounting 
for a multi-employer plan. As a result, defined benefit plans have been accounted for as 
if they were defined contribution plans. 


1.13.7 Other Short-term Employee Benefits 

When an employee has rendered service to the Municipality during a reporting period, 
the Municipality recognises the undiscounted amount of short-term employee benefits 
expected to be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the 
amount already paid exceeds the undiscounted amount of the benefits, the 
Municipality recognises that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the 
benefits in the cost of an asset. 

1.14. BORROWING COSTS 

Borrowing costs directly attributable to the acquisition, construction or production of 
qualifying assets are capitalised to the cost of that asset. 

The amount of borrowing costs that the Municipality capitalises during a period does not 
exceed the amount of borrowing costs it incurred during that period. The Municipality 
ceases the capitalisation of borrowing costs when substantially all the activities to 
prepare the asset for its intended use or sale are complete. Borrowing costs incurred 
other than on qualifying assets are recognised as an expense in the Statement of 
Financial Performance when incurred. 

1.15. PROPERTY, PLANT AND EQUIPMENT 
1.15.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. The cost of an item of property, plant and equipment is recognised as an asset if, 
and only if it is probable that future economic benefits or service potential associated with 
the item will flow to the Municipality, and the cost or fair value of the item can be 
measured reliably. Items of property, plant and equipment are initially recognised as 


n 




EMALAHLEMMVMC1PAUTY 


NOTES TO HIE H.N VNCIAL STATEMENTS FOR THE N EAR ENDED 30 JUNE 2017 

assets on acquisition date and are initially recorded at cost The cost of an item of 
property, plant and equipment is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by the Municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of that asset 
on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non¬ 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). It the acquired 
item's fair value is not determinable, it’s deemed cost is the carrying amount of the 
asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Municipality expects to use them during more than one period. Similarly, if the major 
spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 


1.15.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 

Where the Municipality replaces parts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component, Subsequent expenditure incurred on 
an asset is capitalised when it increases the capacity or future economic benefits or 
service potential associated with the asset. 

1.15.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. 

The annual depreciation rates are based on the following estimated useful lives: 
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Asset Class 

Asset Sub-grouping 

Useful Life (Yrs) 

Land 

None 

Indefinite 

Buildings 

None 

5- 100 

Infrastructure 

Landfill Site 

to -100 

Electricity 

t - 75 

Roads 

1-120 

Security Measures 

1-50 

Cemeteries & Fencing 

1-100 

Community Assets 

Halls 

5-100 


Library 

5- 100 


Buildings Other 

5-100 


Parks and Gardens 

1-50 


Sport fields and Stadia 

1-100 


None 

1-10 

Leased Asset 

None 

Indefinite 

Heritage 

Computer Hardware 

1-25 

Other Assets 

Plant and Equipment 

1-25 

Furniture and Other Office Equipment 

1-40 

Markets 

1 -35 

Vehicles and Specialised Vehicles 

1 -55 


Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset's recoverable amount is estimated. 
The impairment recognised in the Statement of Financial Performance is the excess of 
the carrying value over the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance. 

1.15.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 


1.15.5 Land and buildings and Other Assets - application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Land and Buildings the fair value as determined by a valuator was used 
in order to determine the deemed cost as on 1 July 2010. For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2010. 
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1.16. INTANGIBLE ASSETS 

1.16.1 Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. 

An asset meets the identifiability criterion in the definition of an intangible asset when it: 

• is separable, i.e. is capable of being separated or divided from the Municipality and 
sold, transferred, licensed, rented or exchanged, either individually or together with 
a related contract, identifiable asset or liability, regardless of whether the 
Municipality intends to do so; or 

• arises from binding arrangements from contracts, regardless of whether those 
rights are transferable or separable from the Municipality or from other rights and 
obligations. 

The Municipality recognises an intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the Municipality and the cost or fair value of the 
asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they 
are capitalised. Research expenditure is never capitalised, while development 
expenditure is only capitalised to the extent that: 

• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; 

• it is probable that the Municipality will receive future economic benefits or service 
potential; and 

• the Municipality can measure reliably the expenditure attributable to the intangible 
asset during its development. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost). If the acquired item’s fair value is not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

1.16.2 Subsequent Measurement - Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any 
accumulated impairments losses. The cost of an intangible asset is amortised over the 
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not 
amortised but is subject to an annual impairment test. 


1.16.3 Amortisation and Impairment 
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Amortisation is charged so as to write off the cost or valuation of intangible assets over its 
estimated useful lives using the straight line method. Amortisation of an asset begins 
when it is available for use, i.e. when it is in the condition necessary for it to be capable of 
operating in the manner intended by management. Components of assets that are 
significant in relation to the whole asset and that have different useful lives are amortised 
separately. The estimated useful lives, residual values and amortisation method are 
reviewed at each year end. with the effect of any changes in estimate accounted for on a 
prospective basis. The annual amortisation rates are based on the following estimated 
useful lives: 

Intangible Assets Years 

Computer Software 2-10 

Computer Software Licenses 2-10 

1.16.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no 
further economic benefits or service potential expected from the use of the asset. The 
gain or loss arising on the disposal or retirement of an intangible asset is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.16.5 Application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Intangible Assets the depreciated replacement cost method was used 
to establish the deemed cost as on 1 July 2010. 

1.17. INVESTMENT PROPERTY 

1.17.1 Initial Recognition 

Investment property is recognised as an asset when, and only when: 

• it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the Municipality, and 

• the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both 
land and buildings held under a finance lease) held to earn rentals and/or for capital 
appreciation, rather than held to meet service delivery objectives, the production or 
supply of goods or services, or the sale of an asset in the ordinary course of operations. 
Property with a currently undetermined use, is also classified as investment property. 

At initial recognition, the Municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (i.e. where it 
acquired the investment property for no or a nominal value), its cost is its fair value as at 
the date of acquisition. The cost of self-constructed investment property is measured at 
cost. 


26 




EM A LA It LEM MVMCIPAL1TY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE ^ E \R ENDED 30 JLNE 2017 


Transfers are made to or from investment property only when there is a change in use. 
For a transfer from investment property to owner occupied property, the deemed cost for 
subsequent accounting is the fair value at the date of change in use. If owner occupied 
property becomes an investment property, the Municipality accounts for such property in 
accordance with the policy stated under property, plant and equipment up to the date of 
change in use. 

1.17.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of investment property are measured at cost less 
accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 

1.17.3 Depreciation and Impairment - Cost Model 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. 

Investment Property Years 

Buildings 20-100 

1.17.4 De-recognition 

Investment property is derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the investment property. The gain or loss 
arising on the disposal or retirement of an item of investment property is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.17.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2010. 

1.18. HERITAGE ASSETS 

1.18.1 Initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical, 
natural, scientific, technological or artistic significance and is held and preserved 
indefinitely for the benefit of present and future generations. 

A heritage asset is recognised as an asset if, and only if it is probable that future 
economic benefits or service potential associated with the asset will flow to the 
Municipality, and the cost or fair value of the asset can be measured reliably. 
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A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where 
a heritage asset is acquired through a non-exchange transaction, its cost is deemed to be 
its fair value as at the date of acquisition. 

1.18.2 Subsequent Measurement - Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated 
impairment losses. 

1.18.3 Depreciation and Impairment 
Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date for any indication of impairment. If 
any such indication exists, the asset's recoverable amount is estimated. The impairment 
recognised in the Statement of Financial Performance is the excess of the carrying value 
over the recoverable amount. 

An impairment is reversed only to the extent that the asset's carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance. 

1.18.4 De-recognition 

Heritage assets are derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the heritage asset. The gain or loss arising 
on the disposal or retirement of a heritage asset is determined as the difference between 
the sales proceeds and the carrying value of the heritage asset and is recognised in the 
Statement of Financial Performance. 

1.18.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2010. 

1.19. IMPAIRMENT OF NON-FINANCIAL ASSETS 

1.19.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a 
commercial return. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset’s recoverable amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following indications: 

(a) External sources of information 
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• During the period, an asset's market value has declined significantly more 
than would be expected as a result of the passage of time or normal use. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or will take place in the near future, in the 
technological, market, economic or legal environment in which the 
Municipality operates or in the market to which an asset is dedicated. 

• Market interest rates or other market rates of return on investments have 
increased during the period, and those increases are likely to affect the 
discount rate used in calculating an asset's value in use and decrease the 
asset's recoverable amount materially. 

(b) Internal sources of information 

• Evidence is available of obsolescence or physical damage of an asset. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or are expected to take place in the near future, in 
the extent to which, or manner in which, an asset is used or is expected to 
be used. These changes include the asset becoming idle, plans to 
discontinue or restructure the operation to which an asset belongs, plans to 
dispose of an asset before the previously expected date, and reassessing 
the useful life of an asset as finite rather than indefinite. 

• Evidence is available from internal reporting that indicates that the economic 
performance of an asset is, or will be, worse than expected. 

The re-designation of assets from a cash-generating asset to a non-cash generating 
asset or from a non-cash-generating asset to a cash-generating asset shall only occur 

when there is clear evidence that such a re-designation is appropriate. A re-designation, 
by itself, does not necessarily trigger an impairment test or a reversal of an impairment 
loss. Instead, the indication for an impairment test or a reversal of an impairment loss 
arises from, as a minimum, the indications listed above. 

An asset's recoverable amount is the higher of an asset’s or cash-generating unit's 
(CGU) fair value less costs to sell and its value in use and is determined for an individual 
asset, unless the asset does not generate cash inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying amount of an asset or 
CGU exceeds its recoverable amount, the asset is considered impaired and is written 
down to its recoverable amount. In assessing value in use. the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the 
asset. In determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses are recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the 
asset is adjusted in future periods to allocate the asset's revised carrying amount, less its 
residual value (if any), on a systematic basis over its remaining useful life. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
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such indication exists, the Municipality estimates the asset's or CGU's recoverable 
amount. A previously recognised impairment loss is reversed only if there has been a 
change in the assumptions used to determine the asset’s recoverable amount since the 
last impairment loss was recognised. The reversal is limited so that the carrying amount 
of the asset does not exceed its recoverable amount, nor exceed the carrying amount 
that would have been determined, net of depreciation, had no impairment loss been 
recognised for the asset in prior years. Such reversal is recognised in the Statement of 
Financial Performance. 


1.19.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset's recoverable service amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following indications: 

(a) External sources of information 

• Cessation, or near cessation, of the demand or need for services provided 
by the asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period or will take place in the near future, in the 
technological, legal or government policy environment in which the 
Municipality operates. 

(b) Internal sources of information 

• Evidence is available of physical damage of an asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period, or are expected to take place in the near 
future, in the extent to which, or manner in which, an asset is used or is 
expected to be used. These changes include the asset becoming idle, plans 
to discontinue or restructure the operation to which an asset belongs, or 
plans to dispose of an asset before the previously expected date. 

• A decision to halt the construction of the asset before it is complete or in a 
usable condition. 

• Evidence is available from internal reporting that indicates that the service 
performance of an asset is, or will be, significantly worse than expected. 

An asset's recoverable service amount is the higher of a non-cash-generating asset’s fair 
value less costs to sell and its value in use. If the recoverable service amount of an asset 
is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable service amount. That reduction is an impairment loss is recognised in the 
Statement of Financial Performance. 
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The value in use of a non-cash-generating asset is the present value of the asset’s 
remaining service potential. The present value of the remaining service potential of the 
asset is determined using any one of the following approaches, depending on the nature 
of the asset in question: 

• depreciation replacement cost approach - the present value of the remaining 
service potential of an asset is determined as the depreciated replacement cost of 
the asset. The replacement cost of an asset is the cost to replace the asset’s gross 
service potential. This cost is depreciated to reflect the asset in its used condition. 
An asset may be replaced either through reproduction (replication) of the existing 
asset or through replacement of its gross service potential. The depreciated 
replacement cost is measured as the reproduction or replacement cost of the 
asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

• restoration cost approach - the cost of restoring the service potential of an asset to 
its pre-impaired level. Under this approach, the present value of the remaining 
service potential of the asset is determined by subtracting the estimated restoration 
cost of the asset from the current cost of replacing the remaining service potential 
of the asset before impairment. The latter cost is usually determined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 

• service unit approach - the present value of the remaining service potential of the 
asset is determined by reducing the current cost of the remaining service potential 
of the asset before impairment, to conform with the reduced number of service 
units expected from the asset in its impaired state. As in the restoration cost 
approach, the current cost of replacing the remaining service potential of the asset 
before impairment is usually determined as the depreciated reproduction or 
replacement cost of the asset before impairment, whichever is lower. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's 
length transaction between knowledgeable, willing parties, less the costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit, unless the asset is 
carried at a revalued amount in accordance with another Standard of GRAP. Any 
impairment loss of a revalued asset shall be treated as a revaluation decrease in 
accordance with that Standard of GRAP. 

The Municipality assesses at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for an asset may no longer exist or may have 
decreased. If any such indication exists, the Municipality estimates the recoverable 
service amount of that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been 
a change in the estimates used to determine the asset's recoverable service amount 
since the last impairment loss was recognised. If this is the case, the carrying amount of 
the asset is increased to its recoverable service amount. The increased carrying amount 
of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no 
impairment loss been recognised for the asset in prior periods. Such a reversal of an 
impairment loss is recognised in the Statement of Financial Performance. 

1.20. INVENTORIES 

1.20.1 Initial Recognition 
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Inventories comprise of current assets held for sale, consumption or distribution during 
the ordinary course of business. Inventories are recognised as an asset if, and only if, it 
is probable that future economic benefits or service potential associated with the item will 
flow to the Municipality, and the cost of the inventories can be measured reliably. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, 
plus non*recoverable taxes, transport costs and any other costs in bringing the 
inventories to their current location and condition. Where inventory is manufactured, 
constructed or produced, the cost includes the cost of labour, materials and overheads 
used during the manufacturing process. 

Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of the item on 
the date acquired. 

1.20.2 Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and 
finished goods, are valued at the lower of cost and net realisable value unless they are to 
be distributed at no or nominal charge, in which case they are measured at the lower of 
cost and current replacement cost. Redundant and slow-moving inventories are 
identified and written down. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. 
The amount of any reversal of any write-down of inventories arising from an increase in 
net realisable value or current replacement cost is recognised as a reduction in the 
amount of inventories recognised as an expense in the period in which the reversal 
occurs. 

The carrying amount of inventories is recognised as an expense in the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset. 

The basis of allocating cost to inventory items is the weighted average method. 

1.21. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include 
receivables (both from exchange transactions and non-exchange transactions), cash and 
cash equivalents, annuity loans and payables (both form exchange and non-exchange 
transactions) and non-current investments. The future utilization of Unspent Conditional 
Grants is evaluated in order to determine whether it is treated as financial instruments. 

1.21.1 Initial Recognition 

Financial instruments are initially recognised when the Municipality becomes a party to 
the contractual provisions of the instrument at fair value plus, in the case of a financial 
asset or financial liability not at fair value, transaction costs that are directly attributable to 
the acquisition or issue of the financial asset or financial liability. If finance charges in 
respect of financial assets and financial liabilities are significantly different from similar 
charges usually obtained in an open market transaction, adjusted for the specific risks of 
the municipality, such differences are immediately recognised in the period it occurs, and 
the unamortised portion adjusted over the period of the loan transactions. 

1.21.2 Subsequent Measurement 
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Financial assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amortised cost or financial assets at cost. Financial liabilities 
are categorised as either at fair value or financial liabilities carried at amortised cost. The 
subsequent measurement of financial assets and liabilities depends on this 
categorisation. 


1.21.2.1 Receivables 


Receivables are classified as financial assets at amortised cost, and are 
subsequently measured at amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Municipality first 
assesses whether objective evidence of impairment exists individually for financial 
assets that are individually significant, or collectively for financial assets that are not 
individually significant. Objective evidence of impairment includes significant 
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 
financial reorganisation and default or delinquency in payments (more than 90 days 
overdue). If the Municipality determines that no objective evidence of impairment 
exists for an individually assessed financial asset, whether significant or not, it 
includes the asset in a group of financial assets with similar credit risk characteristics 

and collectively assesses them for impairment. Assets that are individually assessed 
for impairment and for which an impairment loss is, or continues to be, recognised 
are not included in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount 
of the loss is measured as the difference between the asset's carrying amount and 
the present value of estimated future cash flows {excluding future expected credit 
losses that have not yet been incurred). The carrying amount of the asset is reduced 
through the use of an allowance account and the amount of the loss is recognised in 
the Statement of Financial Performance. Interest income continues to be accrued on 
the reduced carrying amount based on the original effective interest rate of the 
asset. Loans together with the associated allowance are written off when there is no 
realistic prospect of future recovery and all collateral has been realised or has been 
transferred to the Municipality. If, in a subsequent year, the amount of the estimated 
impairment loss increases or decreases because of an event occurring after the 
impairment was recognised, the previously recognised impairment loss is increased 
or reduced by adjusting the allowance account. If a future write-off is later recovered, 
the recovery is recognised in the Statement of Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial 
asset's original effective interest rate, if material. If a loan has a variable interest rate, 
the discount rate for measuring any impairment loss is the current effective interest 
rate. 


1.21.2.2 Payables and Annuity Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as 
financial liabilities held at amortised cost, and are initially recognised at fair value 
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and subsequently measured at amortised cost using an effective interest rate, which 
is the initial carrying amount, less repayments, plus interest. 

1.21.2.3 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignificant risk of change in value. For 
the purposes of the cash flow statement, cash and cash equivalents comprise cash 
on hand, highly liquid deposits and net of bank overdrafts. The Municipality 
categorises cash and cash equivalents as financial assets carried at amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts 
are categorised as financial liabilities carried at amortised cost. 

1.21.2.4 Non-Current Investments 

Investments which include investments in municipal entities and fixed deposits 
invested in registered commercial banks, are stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the Statement of Financial 
Performance in the period that the impairment is identified. 


On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount is recognised in the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, 
other than a temporary decline, in the value of individual investments. 

1.21.3 De-recognition of Financial Instruments 

1.21.3.1 Financial Assets 


A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired, or 

• the Municipality has transferred its rights to receive cash flows from the asset 
or has assumed an obligation to pay the received cash flows in full without 
material delay to a third party under a ‘pass-through’ arrangement; and either 
(a) the Municipality has transferred substantially all the risks and rewards of 
the asset, or (b) the Municipality has neither transferred nor retained 
substantially all the risks and rewards of the asset, but has transferred 
control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset 
or has entered into a pass-through arrangement, and has neither transferred nor 
retained substantially all the risks and rewards of the asset nor transferred control of 
the asset, the old asset is derecognised and a new asset is recognised to the extent 
of the Municipality's continuing involvement in the asset. 
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Continuing involvement that takes the form of a guarantee over the transferred asset 
is measured at the tower of the original carrying amount of the asset and the 
maximum amount of consideration that the Municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the 
extent of the Municipality’s continuing involvement is the amount of the transferred 
asset that the Municipality may repurchase, except that in the case of a written put 
option (including a cash settled option or similar provision) on an asset measured at 
fair value, the extent of the Municipality’s continuing involvement is limited to the 
lower of the fair value of the transferred asset and the option exercise price. 

1.21.3.2 Financial Liabilities 


A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a de-recognition of the 
original liability and the recognition of a new liability, and the difference in the 
respective carrying amounts is recognised in the Statement of Financial 
Performance. 

1.21.4 Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously. 

1.22 STATUTORY RECEIVABLES 

Statutory receivables arise from legislation, supporting regulations, or similar means and 
require settlement by another entity in cash or another financial asset. Statutory 
receivables can arise from both exchange and non-exchange transactions. 

1.22.1 Initial Recognition 

Statutory receivables are recognised when the related revenue is recognised. 

1.22.2 Measurement 

The Municipality initially measures the statutory receivables at their transaction amount. 
The Municipality measure statutory receivables after initial recognition using the cost 
method. Under the cost method, the initial measurement of the receivable is changed 
subsequent to reflect any: 

(a) interest or other charges that may have accrued on the receivable; 

(b) impairment losses; and 

(c) amounts derecognised. 

The Municipality assesses at each reporting date whether there is any indication that a 
statutory receivable may be impaired. If there is an indication that a statutory receivable 
may be impaired, the Municipality measures the impairment loss as the difference 
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between the estimated future cash flows and the carrying amount. Where the carrying 
amount is higher than the estimated future cash flows, the carrying amount of the 
statutory receivable is reduced, through the use of an allowance account. The amount of 
the loss is recognised in the Statement of Financial Performance. In estimating the future 
cash flows, the Municipality considers both the amount and timing of the cash flows that it 
will receive in future. Consequently, where the effect of the time value of money is 
material, the Municipality discounts the estimated future cash flows using a rate that 
reflects the current risk free rate and any risks specific to the statutory receivable for 
which the future cash flow estimates have not been adjusted. 

An impairment loss recognised in prior periods for a statutory receivable is revised if there 
has been a change in the estimates used since the last impairment loss was recognised, 
or to reflect the effect of discounting the estimated cash flows. Any previously recognised 
impairment loss is adjusted by adjusting the allowance account. The amount of any 
adjustment is recognised in the Statement of Financial Performance. 

1.22.3 Derecognition 

The Municipality derecognises a statutory receivable when: 

(a) the rights to the cash flows from the receivable are settled, expire or are waived; 

(b) the Municipality transfers to another party substantially all of the risks and rewards of 
ownership of the receivable; or 

<c) the Municipality, despite having retained some significant risks and rewards of 
ownership of the receivable, has transferred control of the receivable to another party 
and the other party has the practical ability to sell the receivable in its entirety to an 
unrelated third party, and is able to exercise that ability unilaterally and without 
needing to impose additional restrictions on the transfer. In this case, the 
Municipality: 

(i) derecognise the receivable; and 

(ii) recognise separately any rights and obligations created or retained in the transfer. 


1.23. REVENUE 

1.23.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Municipality 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there 
is no liability to repay the amount. 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred, meet the criteria for recognition as an asset. A 
corresponding liability is recognised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
the grant are met. Grants without any conditions attached are recognised as revenue 
when the asset is recognised. 

Revenue from property rates is recognised when the legal entitlement to this revenue 
arises. At the time of initial recognition the full amount of revenue is recognised. If the 
Municipality does not enforce its obligation to collect the revenue, this would be 
considered as a subsequent event. Collection charges are recognised when such 
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amounts are legally enforceable. Rebates and discounts are offset against the related 
revenue, in terms of iGRAP 1, as there is no intention of collecting this revenue. 

Penalty interest on unpaid rates is recognised on a time proportionate basis as an 
exchange transaction. 

Revenue from public contributions and donations is recognised when all conditions 
associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the Municipality. Where 
public contributions have been received, but the Municipality has not met the related 
conditions, it is recognised as an unspent public contribution (liability). 

Revenue from third parties i.e. insurance payments for assets impaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the impaired assets. 

Contributed property, plant and equipment is recognised when such items of property, 
plant and equipment qualifies for recognition and become available for use by the 
Municipality. 

All unclaimed deposits are initially recognised as a liability until 12 months expires, when 
all unclaimed deposits into the Municipality’s bank account will be treated as revenue. 
Historical patterns have indicated that minimal unidentified deposits are reclaimed after a 
period of twelve months. This assessment is performed annually at 30 June. Therefore 
the substance of these transactions indicate that even though the prescription period for 
unclaimed monies is legally three years, it is reasonable to recognised all unclaimed 
monies older than twelve months as revenue. Although unclaimed deposits are 
recognised as revenue after 12 months, the Municipality still keep record of these 
unclaimed deposits for three years in the event that a party should submit a claim after 12 
months, in which case it will be expensed. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue is measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it 
also recognises revenue equivalent to the amount of the asset measured at its fair value 
as at the date of acquisition, unless it is also required to recognise a liability. Where a 
liability is required to be recognised it will be measured as the best estimate of the 
amount required to settle the present obligation at the reporting date, and the amount of 
the increase in net assets, if any, recognised as revenue. When a liability is subsequently 
reduced, because the taxable event occurs or a condition is satisfied, the amount of the 
reduction in the liability will be recognised as revenue. 


1.23.2 Revenue from Exchange Transactions 
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Revenue from exchange transactions refers to revenue that accrued to the Municipality 
directly in return for services rendered or goods sold, the value of which approximates the 
consideration received or receivable. 

Revenue from the sale of goods is recognised when all the following conditions have 
been satisfied: 

• The Municipality has transferred to the purchaser the significant risks and rewards 
of ownership of the goods. 

• The Municipality retains neither continuing managerial involvement to the degree 
usually associated with ownership nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• It is probable that the economic benefits or service potential associated with the 
transaction will flow to the Municipality. 

• The costs incurred or to be incurred in respect of the transaction can be measured 
reliably. 

At the time of initial recognition the full amount of revenue is recognised where the 
Municipality has an enforceable legal obligation to collect, unless the individual 
collectability is considered to be improbable. If the Municipality does not successfully 
enforce its obligation to collect the revenue this would be considered a subsequent event. 

Service charges relating to electricity is based on consumption and a basic charge as per 
Council resolution. Meters are read on a monthly basis and are recognised as revenue 
when invoiced. Where the Municipality was unable to take the actual month’s reading of 
certain consumers, a provisional estimate of consumption for that month will be created. 
The provisional estimates of consumption are recognised as revenue when invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing period in 
which meters have been read. These adjustments are recognised as revenue in the 
invoicing period. 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of 
sale. It is estimated that pre-paid electricity is consumed within 5 to 7 days after date of 
purchase. The pre-paid electricity sold, but not consumed yet at year-end is disclosed as 
under Payables from Exchange Transactions in the Statement of Financial Position. 

Service charges relating to refuse removal are recognised on an annual basis in advance 
by applying the approved tariff to each property that has improvements. Tariffs are 
determined per category of property usage, and are levied monthly based on the 
recorded number of refuse points per property. 

Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis 
over the term of the lease agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant tariff. This includes the issuing 
of licences and permits. 
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Revenue from the sale of goods is recognised when substantially all the risks and 
rewards in those goods are passed to the consumer. 

Revenue from the sale of goods is recognised when: 

• Substantially all the risks and rewards in those goods are passed to the consumer; 
and 

• The municipality seizes managerial involvement and control of the goods; and 

• The amount of the revenue can be measured reliably; and 

• It is probable that economic benefits or service potential associated with the 
transaction will flow to the municipality; and 

• The costs incurred or to be incurred can be measured reliably. 

Revenue arising out of situations where the Municipality acts as an agent on behalf of 
another entity (the principal) is limited to the amount of any fee or commission payable to 
the Municipality as compensation for executing the agreed services. 

Revenue is measured at the fair value of the consideration received or receivable. 

The amount of revenue arising on a transaction is usually determined by agreement 
between the Municipality and the purchaser or user of the asset or service. It is measured 
at the fair value of the consideration received or receivable taking into account the 
amount of any trade discounts and volume rebates allowed by the Municipality. 

In most cases, the consideration is in the form of cash or cash equivalents and the 
amount of revenue is the amount of cash or cash equivalents received or receivable. 

However, when the inflow of cash or cash equivalents is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrangement effectively constitutes a financing transaction, the fair value of the 
consideration is determined by discounting all future receipts using an imputed rate of 
interest. The imputed rate of interest is the more clearly determinable of either: 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value, the exchange is not regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods 
or services, the exchange is regarded as a transaction that generates revenue. The 
revenue is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the goods or services given up. adjusted by the amount of any cash or cash 
equivalents transferred. 

1.24. RELATED PARTIES 
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The Municipality resolved to formulate an accounting policy based on the disclosure 
requirements as per GRAP 20 - ‘ Related Party Disclosures”. 

A related party is a person or an entity: 

■ with the ability to control or jointly control the other party, 

• or exercise significant influence over the other party, or vice versa, 

• or an entity that is subject to common control, or joint control. 

The following are regarded as related parties of the Municipality: 

(a) A person or a close member of that person’s family is related to the Municipality if 
that person: 

• has control or joint control over the Municipality. 

• has significant influence over the Municipalities. Significant influence is the 
power to participate in the financial and operating policy decisions of the 
Municipality. 

• is a member of the management of the Municipality or its controlling entity. 

(b) An entity is related to the Municipality if any of the following conditions apply: 

• the entity is a member of the same Municipality (which means that each 
controlling entity, controlled entity and fellow controlled entity is related to the 
others). 

• one entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of an Municipality of which the other entity is a 
member). 

• both entities are joint ventures of the same third party. 

• one entity is a joint venture of a third entity and the other entity is an 

associate of the third entity. 

• the entity is a post-employment benefit plan for the benefit of employees of 
either the Municipality or an entity related to the Municipality. If the reporting 
entity is itself such a plan, the sponsoring employers are related to the entity. 

• the entity is controlled or jointly controlled by a person identified in (a). 

• a person identified in (a) has significant influence over that entity or is a 

member of the management of that entity (or its controlling entity). 

Close members of the family of a person are those family members who may be 
expected to influence, or be influenced by that person in their dealings with the 
Municipality. A person is considered to be a close member of the family of another 
person if they: 

(a) are married or live together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity or 
affinity. 

Management (formerly known as “Key Management") includes all persons having the 
authority and responsibility for planning, directing and controlling the activities of the 
Municipality, including: 
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(a) all members of the governing body of the Municipality, 

(b) a member of the governing body of an Municipality who has the authority and 
responsibility for planning, directing and controlling the activities of the Municipality; 

(c) any key advisors of a member, or sub-committees, of the governing body who has 
the authority and responsibility for planning, directing and controlling the activities 
of the Municipality; and 

(d) the senior management team of the Municipality, including the chief executive 
officer or permanent head of the Municipality, unless already included in (a). 

Management personnel include: 

(a) All directors or members of the governing body of the Municipality, being the 
Executive Mayor, Deputy Mayor, Speaker and members of the Mayoral Committee. 

(b) Other persons having the authority and responsibility for planning, directing and 
controlling the activities of the reporting Municipality being the Municipal Manager, 
Chief Financial Officer an all other managers reporting directly to the Municipal 
Manager or as designated by the Municipal Manager. 

Remuneration of management includes remuneration derived for services provided to the 
Municipality in their capacity as members of the management team or employees. 
Benefits derived directly or indirectly from the Municipality for services in any capacity 
other than as an employee or a member of management do not meet the definition of 
remuneration. Remuneration of management excludes any consideration provided solely 
as a reimbursement for expenditure incurred by those persons for the benefit of the 
Municipality. 

The Municipality operates in an economic environment currently dominated by entities 
directly or indirectly owned by the South African government. As a result of the 
Constitutional independence of all three spheres of government in South Africa, only 
parties within the same sphere of government will be considered to be related parties. 
Only transactions with such parties which are not at arm’s length and not on normal 
commercial terms are disclosed. 

1.25. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for as an expense (measured at actual cost 
incurred) in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.26. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), 
the Public Office Bearers Act, and (Act. No. 20 of 1998) or is in contravention of the 
Municipality’s Supply Chain Management Policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
(measured at actual cost incurred) in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 
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1.27, FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure {measured at actual cost incurred) in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue 
in the Statement of Financial Performance. 

1.28. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by the occurrence or non-occurrence of one or more 
uncertain future events not wholly within the control of the Municipality. A contingent 
liability could also be a present obligation that arises from past events, but is not 
recognised because it is not probable that an outflow of resources embodying economic 
benefits will be required to the obligation or the amount of the obligation cannot be 
measured with sufficient reliability. A Contingent assets usually arise from unplanned or 
other unexpected events that are not wholly within the control of the entity and give rise 
to the possibility of an inflow of economic benefits or service potential to the entity. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where the inflow of economic benefits or service potential is probable. 

Management judgement is required when recognising and measuring contingent 
liabilities and assets. 


1.29. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Municipality's accounting policy, management has made 
the following significant accounting judgements, estimates and assumptions, which have 
the most significant effect on the amounts recognised in the annual financial statements: 

1.29.1 Post-retirement medical obligations and Long service awards 

The cost of post-retirement medical obligations and long service awards are determined 
using actuarial valuations. The actuarial valuation involves making assumptions about 
discount rates, expected rates of return on assets, future salary increases, mortality rates 
and future pension increases. Major assumptions used are disclosed in note 3 of the 
annual financial statements. Due to the long-term nature of these plans, such estimates 
are subject to significant uncertainty. 

1.29.2 Impairment of Receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the 
extent to which debtors have defaulted on payments already due, and an assessment of 
their ability to make payments based on their creditworthiness. This was performed per 
service-identifiable categories across all classes of debtors. 

1.29.3 Property, Plant and Equipment 
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The useful lives of property, plant and equipment are based on management’s 
estimation. Infrastructure's useful lives are based on technical estimates of the practical 
useful lives for the different infrastructure types, given engineering technical knowledge of 
the infrastructure types and service requirements. For other assets and buildings 
management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management's judgement whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and residual values of property, plant and equipment. 

• The useful life of movable assets was determined using the age of similar assets 
available for sale in the active market. Discussions with people within the specific 
industry were also held to determine useful lives. 

• Local Government Industry Guides was used to assist with the deemed cost and 
useful life of infrastructure assets. 

• The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. The Municipality also consulted with engineers to support 
the useful life of buildings, with specific reference to the structural design of 
buildings. 

For deemed cost applied to other assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

The cost for depreciated replacement cost was determined by using either one of the 
following: 

• cost of items with a similar nature currently in the Municipality’s asset register; 

• cost of items with a similar nature in other municipalities’ asset registers, given that 
the other municipality has the same geographical setting as the Municipality and 
that the other municipality’s asset register is considered to be accurate; 

• cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, 
management made use of an independent valuator. The valuator’s valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 

1.29.4 Intangible Assets 

The useful lives of intangible assets are based on management's estimation. 
Management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. 

Reference was made to intangibles used within the Municipality and other municipalities 
to determine the useful life of the assets. 

For deemed cost applied to intangible assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the asset. 
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1.29.5 Provisions and Contingent Liabilities 

Management judgement is required when recognising and measuring provisions and 
when measuring contingent liabilities. Provisions are discounted where the time value 
effect is material. 


1.29.6 Investment Property 

The useful lives of investment property are based on management’s estimation. 
Management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management’s judgement whether the assets will be sold or used to the end of their 
economic lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and valuation of investment property: 

• The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. 

• The Municipality also consulted with professional engineers and qualified valuators 
to support the useful life of buildings. 

For deemed cost applied to Investment Property as per adoption of Directive 7, 
management made use of on independent valuator. The valuator's valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 

1.29.7 Revenue Recognition 

Accounting Policy 1.23.1 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1.23.2 on Revenue from Exchange Transactions describes the conditions under 
which revenue will be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 23: Revenue from Non-Exchange Transactions.). Specifically, whether the 
Municipality, when goods are sold, had transferred to the buyer the significant risks and 
rewards of ownership of the goods and when services are rendered, whether the service 
has been performed. The management of the Municipality is satisfied that recognition of 
the revenue in the current year is appropriate. 

1.29.8 Provision for Landfill Sites 

The provision for rehabilitation of the landfill site is recognised as and when the 
environmental liability arises. The provision is calculated by a qualified environmental 
engineer. The provision represents the net present value at the reporting date of the 
expected future cash flows to rehabilitate the landfill site. To the extent that the 
obligations relate to an asset, it is capitalised as part of the cost of those assets. Any 
subsequent changes to an obligation that did not relate to the initial related asset are 
recognised in the Statement of Financial Performance. 
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Management referred to the following when making assumptions regarding provisions 

• Professional engineers were utilised to determine the cost of rehabilitation of 
landfill sites as well as the remaining useful life of each specific landfill site. 

* Interest rates (investment rate) linked to prime was used to calculate the effect of 
time value of money. 


1.29.9 Staff leave accrued 

Staff leave is accrued to employees according to collective agreements. Provision is 
made for the full cost of accrued leave at reporting date. This provision will be realised as 
employees take leave or when employment is terminated. Unused leave is being capped 
at 48 days. 

1.29.10 Provision for Performance bonuses 

The provision for performance bonuses represents the best estimate of the obligation at 
year end and is based on historic patterns of payment of performance bonuses. 
Performance bonuses are subject to an evaluation by Council. 

1.29.11 Pre-paid electricity estimation 

Pre-paid electricity is only recognised as income once the electricity is consumed. The 
pre-paid electricity balance (included under payables) represents the best estimate of 
electricity sold at year-end that is still unused. The average pre-paid electricity sold per 
day during the year under review is used and the estimate is calculated using 5 days' 
worth of unused electricity. 


1.29.12 Componentisation of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to 
depreciate all major components over the expected useful lives. The cost of each 
component is estimated based on the current market price of each component, 
depreciated for age and condition and recalculated to cost at the acquisition date if known 
or to the date of initially adopting the standards of GRAP. 

1.29.13 impairments of assets - Capitalised Restoration Cost 

Impairment charges relating to capitalised restoration costs are linked to fluctuations in 
the discount rate used to unwind the provision relating to this asset. This discount rate is 
linked to the prime interest rate and any movement in this rate will result in the 
impairment/reversal of impairment of the asset. 


1.30. TAXES - VALUE ADDED TAX 
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Revenue, expenses and assets are recognised net of the amounts of value added tax. 
The net amount of Value Added Tax recoverable from, or payable to, the taxation 
authority is included as part of receivables or payables in the Statement of Financial 
Position. 

1.31. CAPITAL COMMITMENTS 

Capital commitments disclosed in the annual financial statements represents the 
contractual balance committed to capital projects on reporting date that will be incurred in 
the period subsequent to the specific reporting date. 


1.32. EVENTS AFTER REPORTING DATE 

Events after the reporting date are those events, both favourable and unfavourable, that 
occur between the reporting date and the date when the annual financial statements are 
authorised for issue. Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date 
(adjusting events after the reporting date); and 

• those that are indicative of conditions that arose after the reporting date (non¬ 
adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the 
nature and an estimate of the financial effect. 

1.33. DISCONTINUED OPERATIONS 

Discontinued operation is a component of the Municipality that has been disposed of and: 

• represents a distinguishable activity, group of activities or geographical area of 
operations; 

• is part of a single co-ordinated plan to dispose of a distinguishable activity, group 
of activities or geographical area of operations; or 

• is a controlled entity acquired exclusively with a view to resale. 

To qualify as a discontinued operation, the disposal must occur within a single co¬ 
ordinated plan. Once the disposal plan has been approved, the Municipality reclassifies 
all related assets and liabilities associated with the discontinued operations as a separate 
line-item in the Statement of Financial Position. The Municipality subsequently measures 
and account for assets and liabilities associated with discontinued operations in 
accordance with the respective Standards of GRAP applicable to that asset or liability. 

All revenue and expenditure associated with the discontinued operations is disclosed as 
a one line-item in the Statement of Financial Performance. Detail of the revenue and 
expenditure associated with the discontinued operations is disclosed in the notes. 
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2017 

2016 

LONG-TERM LIABILITIES 

R 

H 

sod Loom LuM ty - A* .rrizri ie.l ccst 

295 ASS 

5/52SS 

M fe Pur;nJio 


73 063 


293415 

640 JA9 

LfW Cj-rffn|P 3 r 50 fit,Mnfr#~B!:icCjro'itL^c .tea 

29S ASS 

352-SEA 

Cas ta ws-3 LeaioLahlr, - At nmcrMed coat 

295 435 

279 SOI 

H/o Puir'jse 


73 063 

Total Longterm Liabilities • At amortised cast 

- 

293.463 

The conation* under fiance leases Are scheduled below 

Minimum 


lease payments 

Amounts payable under finance leases 

Payable wthn one year 

320 076 

352 090 

Payable witnm two to five years 


320076 

Payable after five yean 




320 076 

672 965 

Less. Future finance obligations 

12* 5911 

197.679] 

Present value of lease obligations 

21S. 415 

575.266 


The cap-talaed lease ability consist out of me toiiowng contracts 






E&SEq 




4 

Interest 




Sucdfii !e«»d ism 

rate 

Annual 

Lease Term 

Maturity Date 

Aloe Office and Buseiess Solutions 1 1 Xerox D95A CP PRO 

17 39% 

fi% 

3 Years 

26/05/2013 

Aloe Often and Business Sotutons 2 x Xerox 7970 CPSF 

17 72% 

C% 

3 Yean 

<06/2013 

Aloe Office and Business Solutions 5 * Xerox 5325 CPSF 

17 39% 

£% 

3 Years 

26/05/201B 

Aloe Office and Buseieu Solutons 6 x Xerox 6505 CPSF 

17 39% 

0% 

3 Yean 

26/05/2013 

Aloe Office and Busness Sofutons 2 x FASTBACK WOOL 20 

9 75% 

CH 

2 5 Yean 

29/04.*2013 

The obligations under bee purchase agreements are scheduled below 



Minimum 




hire purchase payments 

Am^-nti payable under hire purchase agreements: 

Payable w4hn one year 

Payable withm two to frve yean 

Payable after five years 




76 491 





76 491 

Less. Future taance obligations 




(3 429i 

Present value of hire purchase obligationi 



- 

73,063 

The cap-taiised niro purchase Iiab4ty consist out of the following r-infracts 





Description 

Effective 




Si 

Interest 




Su PDi'flf ten sed item 

rata 

tanna* £«a'afto 

Lease Term 

Maturity Date 

Standard Bank fJ IS SAN QASHQAI 

9 25% 

0% 

5 Years 

15/05/2017 


Pit**? 
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2at7 2016 

1 EMPLOYEE BENEFITS r r 


Past Recrement Bene' ts - Refo ■ to Note 3 t 

5 Vi.047 

5 <56 61 

long Serv.tn Awards. Re'e' to Nets 3 2 

■ 706 573 

1 376 OSS 

Tout Non-current Employee Benefit Liabilities 

6.877,637 

6.532.73 5 


2017 

2016 

Pplf flefiremenf BmR* 

R 

R 

Balance l July 

5 203 204 

4 Hi 117 

CcntnOul-on for the year 

710 

601 343 

interest Cost 

476 5 74 

400101 

Expenditure for the year 

163 407| 

(60 651) 

Actuarial Gan 

M 109 621, 

(94 203) 

Tola) post retirement benefit* 30 June 

* J2-.no 

5 30J204 

Lm: Transfer of Currant Portion * Noto S 

(53 0631 

(46 524 ■ 

Balance 30 Jun* 

till .047 

5,156.6*0 


Long Servfee 4mnft 



Balance 1 July 

1,60S 773 

1.402.424 

Contribution for the year 

391 946 

251,140 

Interest Cost 

125633 

101 918 

Expenditure (or the year 

(96 574) 

(99 352! 

Actuarial Los*/(Giji) 

(169.927) 

(80.365 

Total long service 30 June 

1,948,655 

1.605,773 

LtSli T ransfer of Current Porton • Note 5 

(140276) 

229 719' 

Balance 30 June 

1,706,579 

1,378.055 


TOTAL NOAf-Ct/RRCwT CMPQLYEE BENEFITS 




Balance t July 


eaofl 977 

5 749 541 

Contribution tor the year 


1.099 306 

862 998 

interest cost 


602212 

$02 019 

Expenditure for the year 


(159.991) 

(160 003) 

Actuarial Losing an) 


(1,278 $45) 

(164 568) 

Toll! employee benefit i 30 June 


7,070,966 

6,809,977 

Lees. Transfer of Current Porton • Note 5 


(193.339) 

(276242) 

Balance 30 June 

■ 

6.677.627 

8.532,735 

Post Retirement Benefits 




The Poll Retirement Beeett Plan a n defined contributor! plan of which the member* are made up as fo owe 




m service (employee) members 


97 

87 

In-service (employee) non-members 


125 

108 

Contnuabon members (e g Retrees. widows, orphans: 


2 

2 

Total Members 

m 

274 

197 

The Iub44y m respect of past service has been estimated to be as follows 




nservce members 


3 277 195 

3 298 654 

*i service non memberi 


U 36 202 

1097B31 

Continuation members 


610712 

006719 

To»IUH-li-r 


iJJ-.H0 

5.203.204 

"'** Itabdity m respect of periods commencing pror to the comparative year has been esfcmatod as 




LjJows 






2617 

2016 



R 

R 

In service members 


4.192.116 

4533026 

In-servCe non-members 


1 009.702 

686646 

Continuation members 


291.904 


Total Liability 


5493,702 

5.220.472 


2017 

2016 

2015 

Experience adjustments were ca cuialod as follows 

Rm 

Rm 

Rm 

LiabJ&es (Gan)floss 

mm 

(0J0?t 

0S 1 4s 
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5 EMPLOYEE BENEFITS (CONTINUED* 


349T Jflif 


r,o mjn crai.ty manes mcnui y cent- dutio-.s fir nua tn ca^e aTangpT.tnts to no f- : wng medca: ad schemes 


Bcntai 
Hasmed 
LAHealh 
Samwurned 
Key nea.tn 

Key actuar-ai assumptions used % 

I) Rita of Intimt 

9 20% 
a 29% 
0 84% 

The discount rate used a a compos-t* of HI government bonds and n cal-- jilted using i lechnque a known it 
'bootstrapping' 

II) Mortality rates 

The PA 90 ultimate table rated down by 1 year of age was used by the actuates 
ill) Normal retirement age 

V has been assumed that evservice members will retire al age 60 for females and 66 for males wtich then impicidy allows for 
expected rates Of early and health retirement. 


Discount rate 

Hea:m Care Cost inflation Rite 
Nat Effective Discount Rate 


9 96% 
8 24% 
1 61% 


Thi amount! recognised In the Statament of Financial Position in as follows: 

Present value of fund obligations 
Tout LLability 

The fund ts entirely unfunded 

The municipality has elected to recognise the full increase n this defined contribution taft« =ty immodste'y as per GRAP 26 


Reconciliation of present value of fund obligation 

Present value of fund cb gaton at the beginning of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefits Pad 
Actuarial (gans Jflosses 

Present value of fund oblgatcn al the end of the year 
Lf^t i Transfer of Currenl Portion Nole 5 

Balance 30 June 

Sensitivity Analysis on th« Accrued Liability 


in-service 

mamba rs Continuation 

liability members liability 

Aa sumpt Ion (Rm) (Rm) 

Central Assumptions 4 41 ] qqii 

The effect of movements n the assumptions Are as fo lows 


Assumption Cr-ir^a 

Hea'th care nfiaticn 

Health care nfl.iton 

D«ount Rale 

Discount Rate 

Post-reuemenl mortality 

Average retirement age 

Continuation of membenhsp at ret-’ement 


Assumption Chjnge 

Central Assumption 

Health care inflation 

Health core inflation 

Discount Rate 

Discount Rate 

Post retirement mortality 

Average retirement age 

Continuation of membership al retirement 



In-iervice 

members 

Continuation 


liability 

members liability 


(Rm) 

(Rm) 

1% 

5416 

0 B97 

■1% 

3 630 

0 736 

1% 

3 647 

0 736 

-1% 

5 435 

0 696 

year 

4 561 

0 639 

year 

4 846 

0 811 

-10% 

3 503 

0 611 


Current-service 
Cost 

Interest Cost 


(«} 

IR) 


716.4Q0 

476 600 

1% 

896,500 

576.600 

*1% 

577 100 

397 700 

1% 

584 500 

442.300 

-1% 

690.500 

514 000 

year 

742.500 

494 200 

year 

741.400 

520 200 

■1Q% 

566 600 

394 500 


R R 


5 224 110 5 203 204 


5.224,110 

5.303.204 

5.203 204 

4 346 117 

1 129 527 

941.290 

716360 

601,840 

476 574 

400101 

(63 407) 

(60.651) 

(1 108.6211 

(84 203) 

5 224 110 

5.203 204 

(53 063) 

(46.524) 


5.1*1.047 3.156.660 


Total Liability 
(Rm) 

5 224 


Total liability 


(Rm) 

% change 

6313 

29% 

4 366 

16% 

4 385 

16% 

6 304 

21% 

5 400 

3% 

5 657 

8% 

4 314 

17% 


Tetal 


(*) 

% change 

1,193 000 


1,475.100 

24% 

974 BOO 

1B% 

1,026 BOO 

■ 14% 

1,404 500 

16% 

1,236 700 

4% 

1,261.600 

6% 

963 100 

■19% 


P*te 4^ 




EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


Employee benefits (continued* jD i r U r t - 

Lcng Service Bonusas 

''ho Lcr.g Se-Mco Ecnjs p ass a*o ief.nej bcne'l c a-*s 


as at year me tnefpl'pwrg hamper cl emplace* v^erne .gi e fcr Lpng Sar.-cn Bonuses 


Kay artjanai assum pi :::ti *yrd 
I) Rate or interest 
Discount rate 

General Salary Inflation (long term 1 

Net Effective Oscount Rate applied to salary-related Long Serves Bonuses 

Tne discount rate uutt >* a eomposte of ell government pond* end a calculated us*ig a technique a mown a* 
'bootstrapping* 


The amount* recog nised In the Statement or Financial Poaition are a* follow a „ 

Present value of fund obligations 
Nat liability 

The liatrtfty m respect of period* commeneng prior to me comparative year has been estimated as 


Total Liability 

Florence adjustments were calculated as fo law* 

L iOlite* (Gami f toss 

The municipality performed the / f/at actuarial vafuaton on 30 June 2012 Thu* there are ac.e*p*rw» 
adjustment figures ava< able on or before 30 June 2012 to fully comply win GRAP 25 

Reconciliation of present value of fund obligation; 

Preaeni value of fund oblqaton at the begnnmg of the year 
Total enpenia* 

Current service ovt 
Interest Cost 
Benefits Paid 
Actuarial [gana .visas 

Present value of fund ob>$afcn at the end cf the year 
L* fj ; TranaferofCuneiilPortonNoieS 
Balance 30 June 

Sensitivity Analysis on the Unfunded Accrued Liability 


2017 

R 

170 1**1 


Assumption 


Central assumption* 


General salary inflation 

1 00% 

General salary inflaton 

■1 00% 

Discount Rate 

1 00% 

Discount Rate 

*t 0Q% 

Average retremeni age 

•2yrs 

Average retirement age 

+2yr* 

W tndrawal rales 

■5000% 


212 _*S5 


2017 

2016 

0 34% 

6 41% 

6 16% 

7oa% 

205% 

1 25% 


R 

R 

1 646 855 

1.605 773 

1,646155 

U05.T73 

2015 

2014 

R 

R 

1 711.416 

1.453 534 

2016 

2015 

ft 

R 

;3J 768; 

86 604 


R 

R 

1 60S 773 

1 432 424 

411 010 

283 714 

361 616 

261 148 

125 638 

101 918 

(96,5741 

(99 352; 

(169 927} 

reo 3651 

1 646 B56 

1.605773 

(140.276) 

(2297181 

1.706.380 

1.378,055 


Liability 


(R) 

1 847 

% Cr-jnga 

1 953 

6% 

1 749 

■5% 

1 746 

■5% 

1 959 

6% 

1 737 

■6% 

1 906 

3% 

2 259 

22% 




EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


ClHPLOVEE BENEFITS (CONTINUED) 

Retirement funds ■jfif 2B1f 


As pan he Mur tea f> 3 pr w cesi tc va jo ho de f aeJ ne^.cf: . 1 ’ I tea no Man tea ry req jos'id 
censeher Cali Irani he fund adm ■ strata r The fund ndm n skater da m maltao pensener data 10 be 
rcnfdentai and were net w J' ng lo snare he Fermat on * trr he f.tjivc sa ty '.‘/haul delated pe-w-afttr 
data ten Mjrucp.ii.ty wits u‘i*a!u to ca'cuiate a rel.aa s ctLT.no of he accrued l-aod.ty -n respect it' 
bensoner* wno quaiify fo 1 a darned eeief < pensen 


Therefore a Enough he Cape Jc^.t Rcuement Fund end SALA are f.tj ti Emp'cyer fundi as defjied t *iA 
be accounted for at defned ccnhbuticn plans All tin reqjxed daciosjre has teen made a* defied •* 
GRAP 25 31 


CAPE JOWT RETIREMENT FUND 

Contributing 

members 

The contribution rata payable is 9% by members and 18% by Counci 

15S 


R R 

Contributors pad recogrused in he Statement of F manciai Pertpfmance 4704,055 3,593.050 


pefotep 'vm 


L'Ounci ccnhb !e to tne South Afrcan Local Authorities Pennon Fund. Mu iCtpal Councilors Fenson Fund and SAMWU N atonal 
Provident Fund which are dnfned contribution funds The mtrement bene 1 fund a subject to the Ponton Fund Act. 1956 with 
penson bang calculated on the pensionable remuneration pad Current Ljn teutons by Counci am charged ugatist e*pondituro 
on tne basts of current service costs 



Last 

Actuarial 

Valuation 

Contributing 

members 

South African Local Authorities Penstpn Fund 

2Q15W30 

18 

Munlctost Councillors Pa niton Fund 

201SW30 

30 

SAMWU National Provident Fynt|__ 

2015J06/30 

39" 


"he latt actuarial valuation performed for the year ended 30 June 2015 mealed that he fund is si a sound fmnciat povlon win a 
i .ndnQ level of 100% (30 June 2014 * 106 2%) 

f fw MCPF is financiaJy sound as per the actuarial valuation report at 30 June 2015 with a funding level of 100% 

"he results of the actuarial valuations dated 30 June 2015 for SAMWU NaLcnai Provdent Fund were not yet avaJ able 

c:.nirbutons pad recognised ri he Statement of Financial Performance 

469 162 
B99 359 
B21.241 


Sala Pennon Fund 41 ■' 1B 7 

Municipal Councilors Pennon Fund t J13.^*2 

SAMWU National Provdent Fund jjZv: jgy 


2 , 500,626 


2789 762 




emalahleni municipality 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


Provision for Ex-Gratia pjymont- CFO 


Balance at beg ..inn.;) cf 
Cent Put onto lucent pcrtc.n 
Transfer to rn venue 

Balance at end of year 


In toms cf wo assert 5? Employment centra cl of he th of F n.incai Otf.tar an am sum cMSti cf r.,s Ujlh parage must be pad 
to hm at he t-me cf term.n*Lcn cf employment 


NON-CURRENT PROVISIONS 

P". vision for Rehabilitation cf land? sites 
Tola) Non-ctirrent Provision* 


The Municipality operate on three landfJl Hes The m year actual operational costs it expensed rt the statement of finance 
performance The provision is calculated in order to fnance he reha&J.tatien cost of each cell when i reaches 100% capac-ty The 
expected cash flow outflow: wihm one year relates to all three sites Of the case of all three stes here o already a shortcoming n 
he day to flay operations cf he sites hose cost a represented by he short term porton of he non-current provision 
The landfill ties in operation are Lady Frere. Dordrecht and indwe 


Balance 1 July 
Increase m Estmata 
Unwmdng of discounted interest 

Total provision 30 June 

Lilli Tra nsf er to C unent pro wttjns 

Balance 30 June 


The munopality has an op^aton to rehatrftate landM utet at he end of he expected useful life Tout cost of rehaM.taUin of he 
current ceil n operation and estimated date of decommission of he cell are as follows 


mitten 


Estimated 
decommission date 


l ady Frere tandfdi ste is i^-xted approximately 2 0km west tff indwe road R 394 30/06^01 a 

Dordrecht landfil ate is i^-J-led off R56 about 900m after he Dordrecht town to Queenstown Route 1 1W972Q16 

Indwu landfill ito a located east off R56 appro nmately 260m before the town of Indwe 31T 2I2G2Q 


Malarial Assumptions used 


Are j of landfill uI* cornumed jg i j 

Lady Frere landf n He a located approximately 2 Qkm west off Indwe road R 394 100 00% 

Oordrechl landttl ste i* oca tod off R56 aboui 900m after he Dordrecht town to Queenstown Route 100 00% 

Indwe landfill site a located east off R56 approximately 29Cm before me town of Indwe 100 


172 Gl i 

1172014 

*5'542 
M4*2 

172.011 


2016 

ft 

R 

0 

(0- 

0 

(0) 

R 

R 

10 525 917 

11.514,635 

681414 

(986,718) 

It.210.331 

10.525 917 

(11,210.331) 

(10525.917) 

0 

(0) 


Rehabilitation 

ml cf ctllin 

cost cf cell in 

m 

401 

ft 

R 

3639 437 

3.607JOT 

5 601.624 

5 261 5iM 

1.769 070 

1.657 204 

11.210.331 

10,525.917 

2016 

2017 

lMM% 

100 00% 

10000% 

toooo% 

100 00% 

IX 00% 


The discount rata used he calculate (he present value cf ha rehabd-taUm costs at each reporting perod a bated on a cat:dialed 
risk free rate as determned Oy he muncipal.ly Th-s rate ts rt Ixiq w-tn a competitive investment rote he municipality can obtan 
from an A grade foinciai msttuton Th* rate used n also wttin ha aiftalion target range of he South Afrxan Reserve Bank of 
between 3% to 6%. 





EMALAHLENl MUNlCfPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


* 


4 


CURRENT EMPLOYEE BENEFITS 

C ur*e ni Pirtjcn o f Pc s( Ret rer e nt E?er ef ts tizte 3 

Current of Lcng-Server; F'l.-scni * Net a 3 

5U?f loam accrued 

Provscn tor Performance Bonuses 

Staff Bonuses accrued 

Prerscn tor Compensahcn for injures cn duty contribution 
Total Current Employ** Benefits 

The movement In current employee benefits is reconciled as follows 

Sa*.*Mr*,Kfartrf 

Balance et beg rang of year 
Conthbuton to c jrrent porton 
Enpendtore marred 
Balance it end of year 

Staff iave accrued to empeyees according lo collective agreement An a«r.jai ■* made for toe fjj'i t±isi of accrued leave at 
reporting date The accrual wi be rearised as employee* take leave There a a passivity of rembursement bated &■ bends to the 
past 

Provitfon far Performance Bonuses 
Balance et beginning of year 
Contribution to current portion 
Eipendtore incurred 
Balance at end of year 


Performance bonuses are being pad to Mjniopal Manager and Directors after an evaluation of performance Cyme fcppncj 


Staff flows et accrwtf 
Balance at begmnng of year 
Contribution to current port.cn 
E spend fare incurred 

Balance at end of year 


Bonuses are being paid to a:i permanent employed municipal staff e*dudmg sect on 57 Managers The baianre at year end 
represent to portion of tne bonus that have already vested for toe current salary cycle 

ffrovrston tgr Cgrtwertsaftorr for injuriat pn duty eontributiotj 

Balance at begomng of year 

Contobuton to current port on 

Enpenditure incurred 

Balance at end of year 


The balance on the compensator! for injuries on duty contribution represents the current *b».ty of the munc -polity that has ncl yer 
been part over to toe relevant authorities The balance represents toe best estimate toe outflow of resources The being and 
amount of toe outflow is dependant on when an assessment a received Ircm toe relevani autoorifces 


PARABLES FROM EXCHANGE TRANSACTIONS 

Trade Payables 

Third party payables (Payroll) 

Pre* part electricity part to advance 
Advance payments debtors billing 
Retentions and Guarantees 
Sundry Deposits 
Sundry Creditors 

Totsl Trade Payables 


:oi7 

rate 

R 

R 

53 063 

JB52J 

1J3 2'6 

229 713 

5 974 ;?a 

4 772 464 

1 078 333 

980 735 

1 429 536 

* 160 793 

355.653 

354 609 

9.032.174 

7.544.944 


4 772 464 

4 404 no 

2.321 669 

702 667 

IU19355I 

(414 313) 

5.974779 

4772.464 


960 735 

72C 9U 

1.078,800 

VM1S4? 

1960735' 

i77l 730) 

1,070.908 

990.735 


1.160.793 

2 944 806 

12 676.003) 

943.465 
2230796 
(2 012 968) 

1.429.595 

1.160793 

354 609 
370522 
(369 4791 

737 054 
374 837 
(757.262) 


355 653 354 609 


14 121 134 

16083 003 

1,34 3 359 

46 145 

175.442 

210 486 

504 265 

1.247.469 

3 803 672 

4 134 813 

35,520 

21 643 

56 206 

94 608 

20.039799 

21,838.963 


Payables are being recognised not of any discounts 


Payables are being part within 30 days as prescribed by toe MFMA 7hs credl period granted ■* considered to be consistent w4h 
tne terms used in toe pubic sector through established practices and legislation Discounting of trade and other payables on mdiaJ 
recognition is not deemed necessary 


The carrying value of trade and other payables approicmates its fa/ value A:l payables are unsecured Sundry deposts include 
hall tender and other general deposds The Mjnopatty drt net default on any of toe/ payables 





EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


T fJASPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Ur spent Granti 

ftmrna: Government Grams 
P'C L . nco 1 Government G "a ms 
D it*ct f.! jn:cpa..ty 

L»**: Unpad Grams 

N arena! Government Grams 
Prcv i:c Government Grams 
Osttl Mjnicca!.ty 

Total Conditional Grant* and Receipts 

S«a appencU "D* tor reccfleJjtjen of Grant* from atriaf spftere* of government The mjniopal.ty complied win me ccnd.lons 

attached to all grants received to too etient of revenue recognised No grant* were withheld 

Unspent grams can mainly be attributed to projects mat are worn m progress on mo relevant financial year ends 

1 VAT 

$ 1 VAT PAYABLE 

VAT Payable 

Less Impairment of VAT receivables 

Total Vat payable 


I I VAT RECEIVABLE 

VAT flernrvatle 


Total vaT receivable 

■ J NET VAT RECEIVABLE/{PAYABLE) 

VAT q -eLevaoiepayable on me cain Pan* 


R 

R 

s:c 5^0 

- -a^4J2 

S30 5'-a 

' 5Tli! 

■ 63‘ fl^ 

1.205 i:f 


453 764 


(391.3361 

1.157442 


R 

R 

3 145747 

3654219 

{1 337 006) 

(601 520) 

1,806,741 

2,832,699 


13271 060 fi.S80.234 


n an 060 

1.860234 

11.46*319 

6.037,535 







! 

J 






























































































































EMALAHLEN1 MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


I PROPERTY, PLANT AND EQUIPMENT (CONTINUED) 

9,1 No assets pigged as security 

5 2 Impairment of property plant and equipment for the year 

Impairment charges on Property plant and equipment recognised n statement of Tnaru at performance 

Reversal of impairment charges took place dunng the year of reporting 

Cumulative impairment charges Included Jn major balances 

The effect of a change Jn accounting estimate will have on the current period and subsequent period*. 


2017 ZL TCi 

R * 


635,644 

11,347,162 


Effect on Property plant and equipment 

Assessment of impairment of assets was performed on other assets. 

9-3 Property, Plant and Equipment which is in the process of being constructed or 
developed 

Infrastructure Assets 
Roads 
Eleclncty 
Solid Wailn 

Community Assets 
Other Assets 

Total Property, Plant and Equipment under construction 

9 4 Property, Plant and Equipment that is taking a significantly fonger period of time 
to complete as expected 

Infrastructure Assets 
Sold Waste 

Community Assets 
Other Assets 


?C17 2016 2019 

IR R R 

(3,593,115) (3,657,400) (3,644,977) 


30725,654 

10,593.475 

2.562.461 

9.549.698 


7 032,1 B1 
4,900.697 
42.658,532 


9.549,696 

1 9.549.698 | 


4,191,490 


13.74t.1Bfl 


Reasons for the delays : 

Landfill site - Community Strikes due lo unhappiness with projects 
Harry Gwala Community Hall - Contractor was not finished yet 
C erne lanes and Pounds - Completion certificates were not available 

9-5 Property, Plant and Equipment where construction or development has been halted 

Infrastructure Assets 
Reads 


Community Assets 
Other Assets 


3,MB, 436 


3.746.436 

| 3 746,436 | 


Ncguka Access Road - Hatted due to funding 

Expenditure Incurred to repair and maintain Property, Plant and Equipment- 


Employee related costs 1.124.531 

Othermatenats 1,239789 

Contracted Services 2 014 222 

Other Expend iture 10.845 

Total Repairs and Maintenance 4,369,387 






EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


INVESTMENT PROPERTY 


13 1 Net Carrying amount at 1 July 
Cost 

Buildings 

Land 

Accumulated Deprecia'.on 
Acquisitions 

Depreciation forthe year 
Disposals 

Transfers to/from other classes 
n ee Carrying amount at 30 June 
Cost 

Buildings 

Land 

Accumulated Depreciation 


4,162.237 

6 351,214 

4 226.300 

6 407.214 

635.572 

3.530728 

695.572 

5.711.G42 

<640131 

(55 000) 

(7,999) 

(8.014) 

(2,180.914) 

4,154,287 

4,162,237 

4.226.300 

4 226.30H 

695,572 
3.530 728 

695572 

3 530.728 

(72 013) 

(64 013;. 


10.2 There are no restrictions on the realiability of Investment Property or the remittance of revenue and proceeds of disposal 

There are no contractual obligations to purchase construct or develop investment property or for repairs maintenance or 

10.3 enhancements 

10.4 The fair vatue =f investment property approximates the carrying amount as reflected m these financial statements 


10.5 Revenue derived from the rental of investment property 


Operating Expenditure Incurred on properties: 
Revenue Generating 

Improved Property 
gnim proved Property 

Nub-re venue Generating 

Unimproved Property 


Repairs and Other 

Maintenance Operating 




f fi* T Investment Property which Is In the process of being constructed or 
developed 

10.ft Investment Propery that Is taking a significantly longer period of time 
to complete as expected : 

1D 3 Investment Property where contraction or development has been halted 


r*$e^a 





EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


INTANGIBLE ASSETS 

11,1 Computer Software 

Nel Carrying amount at 1 July 

Can 

Accumulated Amortisation 
Acquisitions 
Disposals 
Amortisation 

Net Carrying amount at 30 June 
Cost 

Accumulated Amortisation 


2017 2016 

R R 


130,766 206.752 


801,474 

(670.7081 

911.433 

(704.681) 

202 540 

10.950 

(70.233) 

(53228) 

(26.235) 

(33.707) 

306,838 

130,767 

1,005.701 

801,474 

(696,943) 

(670.708) 


No intangible asset was assessed as having an indefinite useful life There are no internally generated intangible assets at 
reporting date There are no intangible assets whose title is restricted There are no intangible assets pledged as secunty for 
liabilities. There are no contractual comm tments for the acquisition of intangible assets 

The effect of a change m accounting estimate will have on the current penod and subsequent period s. 


2019 

ft 

19,289 


2017 

p 

^•2 Research and Development Costs: 

Research Expenditure 
Development Expenditure 

Total Research and Development Expenditure 


2017 2818 

R R 

•11 17,310 


11.3 Intangible Assets which is In the process of be ng constructed or deve oped 

11 •* Intangible Assets that Is taking a significantly longer period of time to complete than expected 

11 Intangible Assets where construction or development has been halted 


F*i 59 




EMALAHLEN1 MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


12 HERITAGE ASSETS 


Net Carrying amount at 1 duly 

152.536 

182.536 

A_q ..sum 



Net Carrying amount at 30 June 

182.536 

182 536 

Cost 

TB2S3S II 

*32 536 1 


Hottage Assets census pf 

The assets warn measured at .la can 

There are no rest'£Uns on Lie rejisabilty of Her tags Assets z* tie rem.ttaiCB c* revenue and proceeds of d social 
enhancements 

There are no Her tag a AueU pledged as security for liaoi.be* 

Wr«T 

fl 

12.2 Expenditure incurred to repair end main tain Heritage Assets 

Employee related costs 

Omer materials 

Contracted Serwces 

Other E upend tore 

Total Repairs and Maintenance 


fcll? 

R 

12J Heritage Assets which it in the process of being constructed or developed: 


12.4 Heritage Assets that it taking a significantly longer period of lime to complete than expected: 


*S17 

a 


Reasons for delays 


12-5 Heritage Aaiet* where consruction or development haa been halted: 


»i? 

f* 


11 RECEIVABLES FROM EXCHANGE TRANSACTION 5 


Electredy 

1.677745 

4 344 623 

Refuse 

40 262.104 

39 044 782 

Rental 

2.225 656 

1.991 531 

Other Consumer Debtors 



Chris Ham Debtor 

3.776090 

3 776 090 

Sundry Rece'vsbtei 


200754 

Tola) Receivables from Exchange Transactions 

47.941395 

49,1ST,786 

0 flpovmon for Impairment 

(42.258,195) 

(41 868,1501 

Total Nat Receivables from Exchange Transactions 

5,683,400 

7,469,630 


Consumer debtors are payable wrtliin 30 days Tha credt period granted a consdered to be consistent with the terms used ji the 
pub i* lector through established praetces and legislation Discount Jig of trade and ether receivables on nfcat racogn.ton is not 
deemed necessary 


f^,ti W) 




EMALAHLENI MUNICIPALITY 
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U RECEIVABLES PROM EXCHANGE TRANSACTIONS (Continued) 

Agenr; cf Recess ea fr;m Ejcnango Transit r Lens 
(Ei*CtriCiTy\- Aoerno 

Currant lO- 30 daysi 
3'-60 Days 
6 - MD.iyi 

* 90 Days 
Total 

(Refuse I A ooJ po 
Cj'mnl (0 30 daysi. 

31 - 60 Days 
61 - 90 Day* 

* 90 Days 
Total 

LRtr.uQ^tlna 

Currant (0 30 days) 

31 *60 Day* 

61 - 90 Days 

* 90 Day* 

Total 

(0 AtwMp 
Currant (0 30 days'- 
31 * 60 Days 
61 * 90 Days 

* 90 Days 
Total 

(TgfalJ. Aflflng 
Currant (0 30 days) 

31 -60 Days 
61-90 Days 
+ 90 Days 
Total 

Reconciliation of Provision for Bad Da bis 
■laianee at beginning of year 
Contribution to pnovtuoJVltRavnfiai of provision i 
Wrtten offi 

iatanca at and of rear 

Prpraon for Impairment u>.d be al -seated between ine different Dasani sf receivables asfn i-iw* 
K rctrttfy 
Hnfuso 
Ceth r 


!AT7 

201* 

R 

R 


3Ji £55 

153 125 

154 735 

*53 593 

1'3 92 7 

133 116 

1 102 52S 

3 B80 4B3 

1,677 745 

4344.623 


526 283 50 5 946 


530 365 

522.726 

486 519 

502.501 

38 748 932 

37.513609 

40.262,104 

39,044,782 

61 777 

6242S 

53 102 

55 980 

52 506 

55617 

2 358,191 

1 817 509 

2 225 656 

1.991,331 


889619 

746.496 

708 283 

732.604 

657 952 

686 234 

41.909.651 

43 211,601 

44.163,505 

43,380.936 


41 568.150 40060287 

4 755 624 5 956 007 

*4.385 579 (4.126.1441 


42.256,195 41,666,150 


406 694 
39.977 727 
1.B71 574 

1 063 603 
38 774 125 

2 050 423 

42.238,193 

41,888.130 


Concentrations of erodit risk with respect la trad* receivables am fluted duo to the muncpaLTy I largo dumber of c jstpmvr* Tub 
munopaliys historical e*per»nce n collection cf trade receivables fal * wrthm recorded allowances Oue to the to factors, 
management txieves that no add tonal ns* beyond amounts provided for co lecton losses is inherent m mo munopaLty * trade 
receivables Assessment of arean on Rates and Service accounts tn terms cf MFMA SeeI2t |3j|e- by the Accounting Offter 
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EMALAHLEN1 MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

2017 

20 T 6 

ft 

ft 

Rates 

’5 459 293 

1407S3:? 

Omer Re.® vnsiei 

|5VC69i 

2 457 210 

Other Receivab.o* Q 

i 5 i ceai || 

2 457 211 ? | 

Total Receivable* from Non-Eichirtge Transaction* 

15 407,225 

16.535 512 

L ess Prcvsion for impa rm c m 

■ 13 750 5251 

11 257 7/5 

Total Ntt Receivables from NorvEiChango Transaction* 

Rate* debtor* a-e payable w.nn 33 day* Tns credit pared granted a considered to be ransistent win trie term* used in me 
public lector inrough established practice* and egnlabcn D^cpunt ng of rate* debtor* a'o net performed m term* cf GRAP 104 
on n.tial recognition 

1,636 701 

5 277 736 

Ageing of Receivable* “nm NonEcnange Transactor!* 

/Rates J/ Aoelno 

R 

R 

Current { 0 - 30 days) 

124 SOS 

110769 

31 • 60 Day* 

318 415 

349062 

61 - 60 Day* 

205 nt-3 

279 003 

* 90 Day* 

14 73cm 

13 336764 

Total 

15.454.293 

14,070,397 

Reconciliation of Provision for Impairment 

Balance at begnnng of year 

11.257 77* 

7 955 764 

Contribution to provmori.'i Reversal of provision) 

2.492 74C 

3 302.011 

Bad Debt* Written Off 

Balance it end or year 

The entio provision for bad debt* relate* to me butstandng rate* bale nee 

Concentrator!* of credit risk win respect to these receivable* are milled due to me munopaiiiy's large number of customer* The 
munctpal-t/i historical experience n collection of trade receivable* fail* wittim recorded allowance* Due to these factor*, 
management boiavet that no additional risk beyond amount* provided for col acton o**e* ■* nherent in the munc(pal 4 y ■ bade 
recaivab e* A*se**menl of a rears on Rate* and Service account* n lorm* of MFMA Sec 121 '3)» by die Accounfcng Off*-er 

13,750,525 

11,257,775 

OPERATING LEASE ARRANGEMENTS 

The Municipality n Lessor (Aimet) 

R 

R 

Balance on t July 

62,746 

77416 

Movement during me year 

(4 266 1 

5 330 

Balance on 30 June 

At me Stalement of Fvianoal Po*-t*n date where me muncpaUy acts a* a Lessor ,nder operating ease* it wvi receive pcarauvg 
lease mcome a* f=i dws 

70,410 

62 746 

Up to t Year 

114 566 

135 110 

1 to 5 Yean 

More man 5 Yean 

31-1.00 B 

432 655 

T q|« t Opt rating Lti t # Airing tmtnta 

M 

432.655 

507,772 


The MurnopaJity (Joes n:-( ting age m any sub-lease arrangement* 


Thfl Mjn: ipfllity dd rtn< receive any contngenl rent during the year 


Certain of mo Mun<- pa-it/s properties are leased lo third partes to generate rental income loaMi receipts escalate annua:Iy on 
average by 10% Lease agreement* are non-cancellable and have term* from 3 to 10 yean 


v*tr « 




EMALAHLENl MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 



2017 

2016 

CASH AND CASH EQUIVALENTS 

ft 

R 




Ca t investments Dppcs.ti 

10 263 055 

25C23 443 

Barn Accounts 

2 873 642 

2 375 773 

Cash Ficata 

390 

20 252 

Total Cast) and Cash Equivalents - Assets 

13,133 998 

28.419 461 

Casn and casn eq j.va ems comirse of cash ne.d and snort temi depctti Tria cam/mg amount cf inese assets appro tmaies the r 



fa r value 



The Municipal 4y has me foi ovwmg bank accounts 



Current Accounts 

ft 

R 

Standard Bank - Current Account * 082 665 053 

161 976 

78 399 

Standard Bank Current Account * QB2 630-6 31 

2.3B6 023 

148962 

First Nabonal Ban* * Current Account * 620-4898-5428 

325 642 

2148.408 


2,173.642 

2.379,770 

All ai-^nunts m r. eared daily to Primary flank Account current account 082 665 958 



Standard Ben A * Current Account * 082-63 3- 958 



Cash book balance at beginning of year 

78.399 

470729 

Cash book balance at end of year 

161,976 

78.399 

Bank statement balance at begtinmg of year 

78 399 

470 729 

Bank statement balance at end of year 

161.976 

78399 

Standard Sana; - Current Account * 083 - 620-931 



Cash book balance al begnnmg of year 

25 063 

1 863 23 B 

Cash book balance at end of year 

2-386.023 

25 063 

Bank statement bat a nee at beginning of year 

148 508 

1 863.238 

Bank statement balance at end cf year 

2.386 023 

148 508 

First National Bank - Current Account • 630 - 4998 - 6438 



Cash book balance at beg wing of year 

2 148 408 

858 280 

Cash book balance at end of year 

325 642 

2 148 40a 

Bank statement balance at beginning of year 

2 148 408 

858.280 

Bank statement balance at end of year 

325 642 

2 148.4 8 

Call invest men! Deposits 



Call investment den its consist til the fel lw*-.--*; accounts 



Caii Investments Deposits 

10.260,035 

2fi.023.44Q 

Investec Account Number/s 451 '465258 

9 824 529 

11 140 266 

First National Ban* Account Number/s 74366334164 

48113 

14 357.428 

Standard Bank Account Number/s 08 879 9697 617 

13 573 

43 333 

Standard Bank Acco m Number:* 08 879 9697 631 

227057 

2n??47 

ABSA Account Number* 2Q795t7fl3 

361 984 


ABSA Accounl Number/s 9325201449 

907 


Standard Bank Ac C£oit Num ber/s 08 8 79 969 7 - $ JO 

11.892 

280 356 

PROPERTY RATES 



Actual 



Rateable Land and Buildings 

4 146.296 

3744 290 

RettoenLal. Commercial Property State 

3 281 889 

3 000 310 

Agricultural 

864 408 

743 980 

Lest. Rebates 



Total Assessment Rates 

4iK.ni 

3,744 290 

Value Hon ■ 



Rateable Land and Buildings. 



Residential 

249 053 000 

239 £05 604 

Agricultural 

515769 900 

491.459 300 

Government 

68 777 900 

52 397.600 

Business 8 Cornmn-u 

131.085 403 

128 211 401 

Municipal 

88 171 BOO 

8 3 8 34 4 00 

Exempt Proport.es 

15 752 401 

27,223 900 

Total Assessment Rates 

1 088.810.404 

1,021,632,205 


Valuations on land and bu;id/igi are performed every four years. The fast valuation came into effect on 1 July 2014 
Rebates can bo defined as any income that me Municipality a ent-ted by law to levy but when fiat 
subsequent y been forgone by way of rebate or rem Alton 
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EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


IK 


18.1 


18J2 


a* 


IB-4 


Government Grants and Subsidies 

Unconditional Grsnti 
sh.re 

Conditional Grants 
Grams and ijbudes 

Total Government Grants and Subsidies 

Government Grant* and Suds-des * Captai 
Govcmmenl Grant* a« S^isxies - Oceratng 


Revenue recognued per vote as required by Section 123 (c) of the MFMA 

Budget and T reasury 

Commun.t/ Services 

Council 

Etectrcfy 

Eseeutve 

IPED 

Refute 

Roads Transport 


The municipality does not e*p«ct any significant changes to the levei of grants. 

Equitable share 
Opening balance 
Grants received 
Conditions met * Operating 
Conditions met - Capital 
Conditons sUI to be met 

The Equ.table Share is the unconditional share of the revenue raised nationally and is being allocated m terms of Section 214 of 
the Constitution (Act 1 Dfl of 1996) to the m umcipa tty by the National T rentury 

Local Gavemmenl Financial Management Grant (FMG) 

Openog balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 
Cond.tons ttil to be met 


The Ffiancwl Management Grant is pad by Natonal Treasury to mu n coaxes to hefp mplement the financial reforms required by 
the Mumcoal Finance Management Act (MFMAj 2003 The FMG Gram also pays for the cost of the Financial Management 
Internship Programme {e g salary costs of the Financial Management mianm 


Beautification of Parks * Lady Frere 
Opening bata-’co 
Grants received 
Conditions met ■ Operating 
Conditions met Capital 
Conditions lUI to be met 


The MSlG was used fur bu«d ng m house capacity to perform mumupai functions and stabfoe msttutcnnl and governance 
systems 

Municipal Infrastructure Grant (MiG) 

Opening balance 
Grants received 
Condisxismet - Operating 
Conditions met - Capital 
Conditions still to be met 


2017 

2016 

R 

R 

114 593 000 

116 537.000 

| 114 5 3 000 |f 

116 537 000 [ 

43.540 203 

59167.239 

43.6-56 205 |f 

53 257 259 [ 

158 345 205 

175 804 259 

26 170 100 

33614700 

132.075.105 

145769 553 


158.243*3* 175 804,259 


110.151.000 113314 000 


4 127.441 

892 769 

6 590.000 

6.140 000 

9 317.000 

21.000 000 

200.000 


- 

31 470 

200.000 

200000 

27.659 764 

34 226.000 

158.243.205 

175.804.259 


114 599:ng 
(114.599 CM) 

116 537 000 
(116 537000-1 

. 


2 010.000 

1.875 KB 

12010000; 

(1 675.006 !■ 

- 


930000 

(930000) 


* 

24 75S.OOO 

32 226 000 

(1 567.900) 

(16T1 300) 

.23 170.100) 

(30 614 700) 


* 


The grant was used to upgrade ■nf-aitrui: tu> a r p evousty disadvantaged areas 


if-aca E4 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


IS GOVERNMENT GRANTS WiD SUBSIDIES (CONTINUED) 

13 j Integrated NattonaJ Electrification Grant (INEP) 

Ocon-ng aa an-,« 

Grants race ved 
CencUorts mot Cce aing 
Cc nd .tens m et Cap ta i 
Grant expend tjro 13 Bo recovered 

The Material ft'octrf cation Grant was used for oiocir-tal connect ons tfi prc.icjs.y bsadvantaged areas 

lB.fi Other Grant* 

Opening balance 
Grants received 
Grant* transferred 
Condition* met * Operating 
Condition* met - Capital 
Condition* tbit to tie met 


Various grants were received from ctner toner** of government e g l ibrary fund and Extended Pubic Wont* Program; 


1B.T Total Grants 

Opening balance 
Grants received 
Grant* transferred 
Conditons met • Operating 
Condtont met * Capital 

Condition* ibll to tie met/;Grant expenditure to be recovered I 


Unspenl CondJiOnat Government Grants and Recepta 
Unpaid Cond tonal Government Grants and Receipts 


IT SERVICE CHARGES 

EJectncdy 

Water 

Refute removal 
Sewerage and San-tat ■ i 


Les*. Rebate* 

Total Service Charge* 


debates can be defined as any income trial the Municipality is enticed by aw to levy but wt*h has 
subsequently been forgone by way of rebate or remission 

M MEREST EARNED 

External Investment* 

Interest Investments 
Interest Ban it Balance 
Tola) External Investment* 

Outstanding Debtor* 

Property Rates 
Refuse 
Elottroty 
Rent 

Total Outstanding Debtor* 


Total Inter**! Earned 


7S8f 

2D Mi 

R 

a 

$ Mr cm 

2i. WO 300 

9 3i7.tfgGi 

f2t 000 000* 


t 157 442 

346 699 

6 442 3TB 

4 045*ft 

(930 0001 


(*.5S1.2Q6i 

■ 3 236 259) 

(3000 000 


(6-1 1 ,3(6) 

1.1 ST,442 


1 157,443 

34B rx 

157 126.398 

176 6130® 

(930 000) 


(132 075 106) 

l| 145 1B9.5S9) 

(26.170100) 

30 614 700) 


(691,365) 1.157,442 


000.500 

(1,691.666) 

1 157 442 

(691,366) 

M 57.442 


11 022 546 

6746 323 


27 

5 609 738 

4.562 0B1 

401 

;47 065) 

16 632,607 

13.261 071 

(V633.600 

11.224.863! 

l4.T99.0B7 

12,036.1 B7 


2 269107 

3704 565 

43 544 

61 £60 

2 J12.651 ' 

3.646.124 


1 345 990 

1 436 406 

2986 631 

2 650 630 

203 609 

376 413 

170 343 

167 309 

4,708.77* 

<632.969 

T ,041,425 

6.479063 
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EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


}' OTHER INCOME 

Adm.n stralcn chains 
Quitd ng pans 
Brand r.g cf Lr.estcc* 

Cemetery Fees 

Provs^n for E* Grata pnymen I ?u * recc’.e'ed 

tonne ciicn Few 

Insurance Income 

LOSE"A 

Found Fees 

Reg stratum 

Housing Admin Fee* 

Sundry Income 
Total 

Lett: Transferred to Discontinued Operations - Not* SOT 
Total Other Incoma 

Sundry income rep -sent! tundry ni±::tiB such as t’eanrug of idea, private work and tees Tor Jems h-ta 
e-e. uded under urvce charge* 


It EMPLOYEE RELATED COSTS 

Salaries end Wages 
Annual bonus 

Contributions for IMF pen k nr and medcji j -js 

Housmg Subsidy 

Leave Reserve Fund 

Long service awards 

Overtime 

Post Employment Health 
Scarce $k is Allowance 
Performance bonus 
Sklls development levy 

Travel motor car telephone, assistance and other allowances 
Provision for E* Grata payment- CFO 
Workmen s Compensation 

Total Employee Related Costs 


Munopal Manager and ail cnr 1 Sen* r Managers are appointed on fixed term contracts 
REMUNERATION OF KEY MANAGEMENT PERSONNEL 

Remuneration of the Murt/dpal Manager (MU Dr VS VafalaJ 
Annual Remuneration 
Performance Bonuses 
, eave encashment 

Telephone assistance and other miowanr a % 
fontnOutens to UIF. SDL, Banganng ocu r ict 
Total 

Rem tin era (ton of tb* Manager Corporate SarWeti (Manager Corporate Services - P SOheJ 

Annual Rem-i-orac-.- 

Performance Bon use i 

Leave encashment 

Acting Allowance 

Telephone assistance and etner allowances 
Contributions to UIF. SOL. Bargaining council 
Total 

R*mun*ratten at thm Chief Financial Officer (GP de JagerJ 
Annual Remuneration 
Performance Bonuses 
Leave encashment 

Telephone assistance and other allowances 
Contnbutons to UIF SDL Barg a nmg council 
Total 


201? 

Tit! 

R 

U 


T5 526 19 «3 


1 921 

4 633 

43 064 

29 145 

*3 796 

193 313 

‘ 13 571 

232 494 

9? 593 

73 073 

7 691 

21 613 


3 442 

13500 

33 650 

420 099 

160 907 

738,78? 

732.583 

2 265.364 


2017 

2016 

R 

R 

45 416093 

33 455.904 

2.944.305 

2 230 296 

3 295.535 

6 791.347 

33 652 

62 300 

2 321.669 

702.667 

331.946 

231 143 

B4D.370 

039 790 

716.360 

601.040 

7.569 

3301 

'.073608 

1 931.547 

491 149 

350456 

3.226 653 

2 Si' 3 215 


14 472 

370.524 

374 337 

66,173,(92 

54.543,120 


1.610.510 

1 464 100 

204.974 

136 340 

143,167 


31.660 

26 136 

1B464 

16 641 

2,013,795 

1,693,217 

1.200 458 

1 096 599 

153 B94 

109 360 

33 671 


33 504 


27.240 

22 506 

12.514 

12 336 

1.474.291 

1,243.301 

1.261,433 

1 146 757 

160 546 

145 951 

170 546 


27,240 

13 600 

14 307 

13 517 

1.834.071 

1.324,325 





EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


Remuneration of the Manager tP£D Services (N Mntuydwa} 

Annual Remuneration 
Performance Bennies 

Te:ephone assistance and ctner allowances 
Leave encashment 
Acting allowance 

ConinbuLons to UlF SDL Bargaining ccun;j| 

Total 

Remuneration of the Director Infrastructure and Human Settlements (D Njikfl 

Annual Remuneration 

Performance Bonuses 

Acting Allowance 

Leave encashment 

Telephone, assistance and other allowances 
Contributions to UlF. SDL Bargaining council 
ToUl 

Remuneration of the Director Community Services (N Nyezt) 

Annual Remuneration 
Performance Bonuses 
Telephone, assistance and other allowances 
Leave encashment 

Contributions to UlF, SOL Bargaining council 
Total 

REMUNERATION OF COUNCILLORS 

Mayor 

Speaker 

Executive Committee Members 
Councillors 

Total Councillors' Remuneration 


201T 

2016 

1 2 "8 459 

1 098 59S 

153 804 

49 936 

27 240 

13 GX 

38 671 


9 138 


12 447 

11 883 


1 449 75B 1179 018 


1 208 459 

1 098 599 

153 804 

139 622 

- 

15 733 

198 187 

. 

27 240 

18600 

15 216 

13 066 

1 602 906 

1 206 670 

1 208 099 

1098 599 

153 604 

139 822 

27240 

18 600 

135 347 


14 436 

13 149 


1 538 926 _ 1 270 169 


R 

R 

800 356 

778 680 

644 574 

627 278 

2 778 220 

2 703 673 

6 961 809 

6 775 005 

11 1B4 956 

10 884 836 


In-kind Benefits 

The Mayor and Speaker are full-time The Mayor and Speaker are provided with offices and secretariat support at the cost of tne 

Council. The Mayor has use of a Council owned vehicle and a driver for official duties 

£QUtt£lLLQfi5 

Executive Mayor - N Nyukwana 
Speaker - Kalolo OS 

Executive Committee Member - LaSi N Chief Whip 
Executive Committees ■ Cllrs S Liwani (fulltime exoo) 

Executive Committees ■ T Kulashe (Ndyumbo) (full lime excoi 
Executive Committees - Limbo M (full time exco) 

Executive Committees - K Nkasefa (Ex-part time exco member) 

Executive Committees - K Nkasefa (Ex-part time exco member) 

Other Councillors - L Mooi ( Ex-Sec 79 chair person) 

Other Councillors - Mapete L (Sec 79 chair person! 

Ordinary Councillor- Olikilili H | Pan*lime CoudHor] 

Ordinary Councillor Dyonase Z f Part-time Coudllor] 

Ordinary Councillor- Ziduli NM{ Part-time Couollor] 

Ordinary Councillor- Jordaan VB f Part lime Coudllor] 

Ordinary Councillor- Godfa MM (Part-time CoudSor) 

Ordinary Councillor* Mnyuko ST [ Part-time Couallor] 

Ordinary Councillor- Nobaza P (Part-time Couallor) 

Ordinary Councillor- Bobotyane CH ( Part-time Couallorl 
Ordinary Counaflor* Peter N f Part-time CoudllorJ 
Ordinary Councillor- Koni NF [ Part-time Coudllor] 

Ordinary Councillor- Teka ZH [ Part-time Coudllor) 

Ordinary Councillor- Oudumashe TR (Part-time Coudllor] 

Ordinary Coundllor- Komani B [ Part-time Coudllor] 

Ordinary Coundllor* Qhashani N [ Part-time CoudHor] 

Ordinary Councillor- Ndlola TM | Part-time Coudllor] 

Ordinary Councillor- Holana NB (Part-time CoudHor] 

Ordinary Coundllor- Kwatshana TW fPart-time Coudllor] 

Ordinary Coundllor- Mjezu K [ Pan-time Coudllor] 

Ordinary Coundllor- Kraqa NN F Part* lime Couallor] 

Ordinary Coundllor-Mkelsu ZW (Part-time Coudllor] 

Ordinary Coundltor-GrByfing PF (Part-time Coudllor] 

Ordinary Coundllor-Papiso ZZ [ Part-time CoudHor] 

Ordinary Coundllor-Stxishe TD f Part-time CoudHor] 

Ordinary Coundllor- Boklan SN f Part-time CoudHor] 

Ordinary Coundllor- Zama SE | Part-time Coudllor] 

Ordinary Coundllor- Fatyela LA (Part-time CoudHor) 

Ordinary Councillor- Bongo S (Part-time Coudflor] 

Ordinary Coundllor- Feni RZ I Part-time Coudllor] 

Ordinary Coundllor- Moshane ZG [ Part-time Coudllor] 

Ordinary CounaOor- Mondile TF \ Part-time Coudllor] 

Ordinary Coundllor- Mahola ZD (Part-time CoudHorl 
Ordinary Coundllor- Qomoyi MS f Part-time Coudllor) 

Ordinary Coundllor- Makatesi M [ Part-time Coudllor] 

Ordinary Coundllor- Mrwabi T] Part-time CoudHor] 

Ordinary CoundHor- MthandekJ FM (Part-time Couallor] 

Ordinary CoundHor- Tyulu NM [ Part-time Coudllor] 

Ordinary CoundHor- Kama N f Part-time Coudllor] 

Ordinary CoundHor- Oyiya MP] Part-time CoudHor] 

Ordinary Coundllor- Paul LN f Part-time Coudllor] 

Ordinary Coundllor- Njadu XH f Part-time Coudllor] 

Ordinary Coundllor- Nqono N [ Part-time Coudllor] 

Ordinary Coundllor- Nqono N {Part-time Coudllor] 

Other payments 

Gazette amounts 


768 799 
616 790 
569 762 

582 155 

583 882 
520 291 

36 242 
303 378 
35 307 
320 327 
28055 
28055 
261 020 
28 055 
28 055 
28 055 

27 838 
261020 

28 055 
261 020 

28 055 
28 055 
28 055 
28 055 
261 020 
28 055 
28E55 
261 020 

260 420 
28 255 

261 020 
28 055 

261 020 
28 055 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
232 965 
237 269 
232 965 
232 965 
296 556 
50536 
11 164 958 


CerUfJcetion by the Accounting Officer 

I cerVfyAhai my Hiiwmeraticn of Councillors and in-kind benefits are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the 
_>tion of Public Officer Bearers Act and the Minister of Provincial and Local Government's determination in accordance with this Act 

‘ " ‘ 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


DE ET IMPAIRMENT 

T&1T 

2016 

■ md;* Rece.aaies frsm eicnango trans-ict.cns ■ Nsm 13 

t*65 -1-32P 

1.096 42J 

" -ade Recevaatas f-xm non-ejic.Mngrt tr.-nsnctens * Mie * J 

2-132 750 

3 302 01’ 

Total Contribution to Debt Impairment 

2.327.344 

4 396.415 

BAD DEBTS WRfTTEN -OFF 

Train Rcccvaples from exenango trans-tetens 

4 645 34? 


T rade Recn vadlas from non oner jnge transact cm 

430 T54 

4 125 144 


5,079.036 

4.125.144 

DEPRECIATION AND AMORTISATION 

Property Plant and Equ-ament 

H 733 652 

22 423 417 

Investment Property 

7 999 

5 507 

In tang ole Asset* 

26.235 

33 707 

Totsl Depreciation and Amortisation 

20,748,006 

22.467,631 

FINANCE CHARGES 

Landfdl ttc 

654 414 


Long lervtoa awards 

T25 63B 

101 91B 

Long-term Liabdfces 

76,517 

120 034 

Post Employment Heaitn 

476.574 

400 101 

Total finance charges 

1 <163,144 

622.053 

BULK PURCHASES 

Electndy 

12.94S.236 

13 480 217 

Total Bulk Purchases 

OTHER OPERATING GRANT EXPENDITURE 

12,946.336 

11,460.217 

Operating grant expenditure per vote 

Budget and Treasury 

5JJJW2 

4.259 905 

Community Services 


43 176 

Corporate Servers 

Council 


Electro ty 

i* 172.607 

16 421.053 

Executive 

200 729 

IPED 


442 729 

Refuse 

202.950 

206.750 

Roods Transport 

Water end Sanction 

2 174.448 

5.532 645 

Total Operating grant etpendilur* 

14.561.595 

26.906.456 





EMALAHLE J) MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


general Expenses 

R 

Adm.n strabon 


Ad veisements 

33S 2S0 

Auitbrs Remunerate?! 

3 783 504 

Sa-K Cra-ges 

200 958 

Boc*s Mag.i: nos 8 Pup .cat sjn 

21.332 

Cleaning 

’58 285 

t references Ana Sot nan 

1.037,710 

Congress Fee 

39 755 

tonsuring and Profess cnai ires 

1 430090 

Consumables 

33 448 

Data Deansmg 

250H6 

Disaster Expend ,tjre 

329181 

Drivers License Cards 

24 727 

Electncty Service Charges 

169 388 

Entertainment 

. 

Field Bind Projeci 

709.B23 

Fleet Management 

73 628 

FMS E^end.ture and 1 cancel 

949.670 

Fuel end d 

1 704.954 

Infernal charges 

237J231 

Insurance 

1 664 045 

Lease rentals on operating lease 

464 335 

License Fees 

701 389 

Marketing 

447 854 

Material Stores 

2.799 539 

Mayor Cup 

980358 

Medical Exams 


Network Infrastructure Improvement 

30 391 

Pauper Bunali 

29 830 

Plant Hire 

195.000 

PMS 610P Compliance 

384.985 

Policies 

39.817 

Postage 

6.438 

Prmfcng and stationery 

1 555 730 

Project* 

3 092.066 

Protective Clothing 

799.077 

Pubic participation 

1.054 690 

Refuse Bags 

326974 

Relocation Cost 

21 600 

Revenue Enhancement Strategy 

1.287,754 

Schools 

167,112 

Security 

3 164 236 

Special Community Projects, example Youth day 

782.429 

Staff Toots Of Trade 

279 056 

Study Assistance 


Subscription and Membership fees 

954 602 

Subsistence and Travel 

2 881 391 

Telephone and fax 

1.865.271 

Traditional Leaders Expenditure 

173 444 

Training 

751.649 

Transport and fre$hl 

629.725 

Travel - local 

5.538.498 

Valuation Roll 

62 466 

Ward Committee icst 

472120 

Wellness Day 

325 162 

General Ex pan its 

45.368.248 


2016 

R 

6'J430 
3 353 294 
255 550 

18 2C2 
467.970 

1.154.0C2 

19 630 
1 aao 744 

71551 
115 657 
609 069 

4DS 639 
698.749 
1.200.370 
19 950 
761.521 
1.298 791 

1 237 677 
361.828 
488.506 
896 
1.092.901 
200 286 
1,140 
301.037 
19 660 
51.200 
477.804 
162.610 
7.999 
1458 251 

3 440 047 
G9B.100 

1.029 793 
338 300 
57.600 
135 116 

2.953.986 

1 568 593 

200.000 

977.618 

2 466 531 
1 757.671 

74.990 

471.455 

617.933 

4 571.798 

57.750 
725 646 
791.755 
42.463.054 


*4§? 



EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


?5 CORRECTION OF ERRORS <N TERMS OF GRAP 3 AND RE * CLASSIFICATIONS 

30.0 1 Narratives of the corrections of errors 

i:] D ur.ng tie pr ev'cus yts a.' Si ^ 13a ■ d 0 a -. n as . erw r a & t en1 m .1 ia *.c: tei c: nc s: p a d is Vsd a icm a nd r.o ro m r**' w a j fccsg n sod a s tucn 

Win Lip July Sal* stitemor' ,t was Iduni Lial ire r-tiir pas crrcrteousy reversed t L e ATiCuii win Lip rpsj 1 that t"-* &<vm da nco ;nd A^cumu ated Sjrp js ^rti 
understated 

(11) il was found Hat Duf* purchases from Elnom wn* incorrectly .evied py r cm for u-ts |£id tn Lip rural area An overpayment was Hus done >n Ho prprcjs year aid in* 
error anew refospoclve y ..fretted fttinj focwng entres (Ct| Acc ur.ulated SuTi ji (Current year) * Bj« Pj'cna*e*R2 143675 65 (Of VAT R300915 
and (Dt) Reeevaoies from m n Eicnangs Transancns R2 4-19 43“ 02 

(ill) Verities previously incorrect f do* recognised are new recognsed again will Lip fo cwng entries |0l jPrieerty Piani and Eq-rpment ■ General V^tucies R182 623 93 
(Cl) Accumulated Depreciation R92 843 57 (Ct) Accumulated Surplus p-icr years R 77 9 94 29 )Q| Accumulated Suiplui current year (Deprecate--) R11 936 07 

(iv) Biangw* access road arpandtijre was incorrectly net caplatted last year and was erroneously allocated as repair* and maintenance Tins *:rt«r ts now corrected w4n He 
following entnes (Dtj Property Plant and Equ-pment ■ WlP Infrastructure .roads (Ct ■ Accumulated Surplus - current year R74 690 

{v) RDP house* were pre«iuily evtion-ectiy capitalized This error is now retro*pectivly corrected with the foilowng entne* (Ot) Accumulated Surplus .prtir year* R14 145 290 
(Ct) Investment Property R 65 000 . Land and BuJdmgs R 14 145 290 (Dt) Accumulated Depredation Land and Buildings R2 578 742 66 (Ct) Accumulated Surplus -pro 
year* R2 576 742 66, (Dtj Accumulated Depreciation Land and Budding* (Ctl Accumulated Surplus * current year depreciation) R345 296 66 (Dt) Accumulated Surplus - 
prior years (Ct) Accumulated Depreciation - Investment Proped.es R17 546 67. (Dl) Accumulated Surplus .currant year (Depreciation) (Ct) Accumulated Deprecation 
Investment Property R2 506 67 


(vi) Correction Of assets not cap.tallied with the following entnes (Dt) Property Plant and Equpmenl Otner Assets (Ct)Aeeumu!ated Surplus *p/or 

years R10 519 2 ,(Dt) Accumulated Surplus *pnor yeair (Cl) Accumulated Depreciation *Otner Assets R4 366 to , (0t) Accumulated Surpi-ivcurrant year ’Depreciate -1 (£ 
Accumulated Depreeiaten R624 00 

(vil) Correction of assets incorrectly captained with the foiiowog entries ( Dt) Accumulated Surplus -prer years (Ct) Property Plant and Equpmenl* BuJdngs cost 
w*i R139 4Q0 (Dt) Accumulated Depreciation ■ C - r ' ;Ct) Accumulated Surplus -prior years R 2B 601 64 . (Dtj Accumulated Depreciation BuJdmgs (Ct) 

Accumulated Surplus .current year (Depreciated R3 611 93 



2016 

2016 


R 

R 

ACCUMULATED SURPLUS 

Balance previously reported 

409.433.536 

406,169.906 

Correcton of error - see noie 3D 01(0 

123 899 


Correction of error see note 30 01(g) 

2,149.676 


Correction of error *iee note 30 0l(») 

101.976 

1C1 976 

Correction of error - see note 30 Ql(w) 

(11 996) 


Correction of error -see note 30 01(iv) 

74.690 


Correctors of error *see noto 30 0l(v} 

(14 210.290) 

(14 210290) 

Correction of error -see note 30 0l(v} 

2 578.743 

2 578 743 

Correction of error -see note 30 01(v) 

345 299 


Correction of error -see note 30 0l(v] 

(17,547) 

(17.547) 

Correction of error *tee note 30 0l(v) 

(2,507) 

Correcton of error -tee note 30 0?(vi, 

10518 

10518 

Corrector) of error -see note 30 01(w 

(4.356; 

(4 356) 

Correction of error .see note 30 0t(w) 

(624- 

Correcton of error tee note 30 0l(va} 

(139 400; 

(139 400) 

Correction of error - see note 30 Qt(vu) 

28.802 

26 802 

Correction of error -see note 30 Ot(vi} 

3 812 




Reflated balance 30/06/2016 

400.aG2.23t 

314,518.352 



30t6 

2015 



n 

R 

36.03 

CASH AND CASH £0ll AVALENTS 




Balance previously reported 


Js ft* ann 


Correction of error .see noie 30 Ql(i) 

12J m 



Restated balance 3&06S2016 

Ji.AiMBI 

31 f 76.400 

30.04 

VAT 




Balance previously reported 

6.326,350 

2.144,264 


Correction of error -tee note 30 

(300.815) 




6.037,535 

2.144.284 

30.05 

RECEIVABLES FROM NON EXCHANGE TRANSACTIONS 




Balance previously reported 

2.128.246 

4,192.596 


Correction of error -see note 3D C * in 

2 449 491 



Restated balance 3(M)6tt016 

5,277,737 

4,192.596 


**ir ,T: 



EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


30 06 PROPERTY PUNT AND EQUIPMENT 

Balance previously reported 

Correcton cf errrr see ncto 35 01("S Ccst 

Correcton cf err ft - see nets 33 01 i «<1 Accurr j:atod Depreciat-on 

Ccr'ectcn cf error see note 30 Qi| v) Cost Infra strut: turn (WlP) 

Correcton cf emor -sen note 30 Oifv) Ccs-1 Land and 0,clangs 

Correcton of error -tee ncie 30 0*|v) Accumulated Depredatcn 

Ccrecton cf errcr -lee note 30 0*|v) Accumulated Deprec^u>a 

Correcton cf error - tee note 30 D’M Cost 

Correction of e*ror - see note 30 Otfvs} Accumulated Deprecation 

Correction of error - see note 30 Ol(vi) Accumulated Depreciation 

Correcton of error -tee note 30 01 (v*) Accumulated Depreciaton 

Correction of error -tee note 30 01 (vi) Accumulated Depreciation 

Correction of error .tea note 30 01 (vi) Accumulated Depreciation 

Restated balance 30/06/7016 

30.07 INVESTMENT PROPERTY 

Balance previously reported 
Correction of error -sen note 30 31 tv} 
ejection of error-see note 30 OiivJ 
Correcton of error -see note 30 OVvj 
Restated balance 30 / 06/7016 


30.06 STATEMENT OF FINANCIAL PERFORMANCE 
SURPLUS PREVIOUSLY REPORTED 

Correction of error see note 30 01(0 - General Expenses-Telephone 
Correction of error-see note 30 0l» * Bulk Purchases 
Correcton of error see note 30 01{«) * Depreciaton 
Correction of error see note 30 01(iv) * Repairs and man to nance 
Correction of error-see note 30 Qlfv) - Depreciation 
Correcton of error see note 30 01(v) * Depreciaton 
Correcton of error see note 30 Oljvt) * Depreciaton 
Correction Of error-see note 30 0l(w) - Depredation 


Resuiad balance 30/06TC016 


431 217,636 

381 47J.1T7 

132 824 

112 324 

32 344 

<90 943 

74 630 


M 145 290 

14 145 290 

2 57B 743 

2 579 743 

345 239 


10518 

10 51B 

(4 3561 

(4 3561 

1024] 


1139 400) 

(139 400} 

29.302 

28 802 

3.812 


39 7,129,800 

376,906,170 


4,247,340 

(65.000) 

(17,547) 

12.5071 

6,433,760 
(65 000) 
(17.547) 

4.162,767 

6,351.213 

7016 

2015 

R 

R 

3,262,630 

123 699 
7-148.676 
.11 996 

74 690 

345 299 
(2,607) 
(624) 
3812 


5,943,879 

* 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


33 09 MU 

R*elaitfieation-Statament of Performance p 

Previously reported 


Do -< it cogent $ 52$ 5;$ 

Bad Dects ’.V'.ften-5*1 

R of a 1 4 and mj ntena nc e 7 G 1 9 692 

1S.S4B.Z71 

Sow reported 

C>e:>Mmpa Jm e ni 4 398 4 3 5 

14(1 Debts v; r non -c" 4,128144 

Contracted Service* 5 024 551 

f mployea related coda 886 551 

Other Expenditure 37,887 

Other material* 1.070.703 


15,546 271 


31 


It 


si 




RECONCILIATION BETWEEN NET SURPLUS/) DEFICIT) FOR THE YEAR AND CASH CENERATEDf(ABSORBED} BY 
OPERATIONS 

Sw-pAB/fCWc-ll Vr the yftv 

Adjustments tor 

DepreoatierL’Amertiiation 

Lo*a on disposal of property, plant and equipment 

Contributed Assets 

Impairment Lou 

Impairment (Reversals) 

Contnbuton framAo provision* - Non-Current 

Contribution fnom/to provisions ■ Non-Current - Expenditure incurred 

Contnbuton from/ta provisions • Non Current * Actuarial gam 

Contribution to provson* - current 

Contribution to provision* - current • Expenditure incurred 

Debt Impairment 

Bad Dept* written * off 

Operating lease income / (expense*) accrued 

Operating Surplus! Deficit} before changes m worxng capital 
Change* n wording capital 

tncraase/lfOecniasa) m Payables from esdiange transactions 

frier 0 a so/[Deere ate) m Unspent Conditonai Govemmant Grant* and Receipts 

In create/) Decrease) 0 Unpad Conditional Government Grant* and Receipt* 

Increase '(Decrease) m Taxes 
(IncroaieVDecreate m inventory 

(increweVDacrease ui Receivables from exchange and nun exchange trail&xrLorvs 
Ca*h generatadffabsorbed) fay operations 
DtSConLnuod Operation* 

CASH and cash equivalents 

Cash and cash equivalent* ncludod 0 the cash Cow slate men) uimp'aJ the ft-liow-ng 
Call Investments Deposit* • Note 16 
Cash Float* * Note 16 
Bank - Note IS 

Total cash and cash equivalent* 

RECONCILIATION OF AVAILABLE CASH ANO INVESTMENT RESOURCES 

Cash and '.'ash Equivalent* - Note 32 

Less 

Unspeni Committed Conditional Gr'ants • Note 7 
Reiourcas available for working capital requirement* 

Allocated to: 

Current Employee Benof.ts 
Non Current Provisions 

Resource* available for working capital requirement* 

UTILISATION OF LON0-TERM LIABILITIES RECONCILIATION 
Long term ladies - Note 2 

Used to finance property plant and eq.mmerit - at cost 

Cash sal aide for the tepaymeni zi lu-rj.-ier - Labi do* 

Cash invested for repayment of long-term llabllllles 


2917 

2919 

R 

R 

1.462 SOS 

5.943.979 


31 1 766 0*6 

22 467 631 

1,244 T54 

8 831 118 

,36 664. 

(259 Mfr.l 


(635 6441 

2 3*4 932 

*10 761 

(331 995) 

(169.003) 

(1.279 548) 

(164 568) 

6.715604 

3.956.293) 

(5 145 573) 

4 339 347 

2 127 348 

4 399 435 

5 C 79 096 

4 129 144 

4 266 

(5 330) 

33 193.414 

45 338 476 

ni.26t 935) 

2 095.306 

(1799 164) 

3.961.989 

(356.942) 

808 741 

(1 691 866) 


(5 434 784) 

(3 923 157) 

(1 999 179) 

1,247.833 

21 111,479 

*7,433,783 


(2 265 964) 

21 *11,479 

*5,167,81# 


10,260.055 

26 023 440 

300 

20 252 

2.673642 

2 375 770 


13,133.998 ZB.4-t9.4tn 


13.133.999 

28419 461 

13.133.999 

28 419461 

(891.366) 

t 157,442 

(991.366) |t 

1 157,442 | 

14,025,364 

27.262,01# 

9 032 174 

7,544,644 

11.210 331 

10 525.917 

(6.217,142) 

9,191.258 


235 465 

648 349 

(295 485) 

(648 349) 

- 


Long term Iiabtl4.es have been ur.uad n uti^rdance with the Munopai Finance Management Act 


^■TfE '2 





EMALAHLEN1 MUNICIPALITY 

NOTES TO THE FINA NCJAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


ti UNAUTHORISED irregular fruitless awo wasteful expenditure disallowed 

35-1 Ui'mtficrisod s«ps"dltLi j 

Rate;:,, At-cn cf ynautnar-sed **zcr.£ Jure 
Opening balance 

Una utnor;*ed a tpen j tjro fcr bin yea capital 
Unautnonsad erpe-id tu'e fsr mo yea' cpcr.iLng 
V-'r&encff by council 

Una utnor.se J expend tufa awa,t.ng ajUicr.satcn 


2017 241ft 


2‘ 5*3 064 

<21 573 06-11 


3 '34 3J4 

n-tqiH 


21,573.064 


J r ii uChL'i*^ expenditure on operating vole* ts manly due to depreciation and debl impairment charges 


incident 

Disciplinary steps/criminal proceedings 

Over expenditure on approved operational aiuf 
capital budget. 

None, report has been p-a rented to Co.nCJ 



2017 

201T 

2017 

2017 


R 

R 

R 

H 

Unauthorised expenditure current year- operating 

(Actual) 

(Budget) 

(Variance) 

(Unauthorised} 

Budget and TraaturyOff.ee 

36,055,148 

36.900.099 

(14.941) 


Community and Social Service* 

25 367,953 

25 414 585 

(46626) 


Corporate Servos* 

18 406.062 

19 937160 

(431.099) 


Eiecubve and Council 

3 3 623.548 

34,260.391 

(636,844) 


PED 

8.T150T2 

9 174 152 

(1.059,140) 


Technical Serveei 

64,197.007 

68,529.435 

14.332.429) 



106,594,733 

193,113.612 

(6,521,076) 


Uft«ufrcrt»ed expenditure current year ■ capital 

2017 

2017 

2017 

2017 


R 

R 

R 

R 


(Actual) 

(Budget) 

(Variance) 

(Unauthorised) 

Budgei and Treasury 





Comm un ty and Social Sarvces, 

6 907,903 

6 909.191 

\2B2) 


Corporate Servoes 

2.963 942 

2 990,000 

(1 059) 


Executive and Counca 

4,999734 

5 000,000 

(266) 


PEO 

1,113590 

1 114 456 

(867) 


lectin teal Services 

20,833 901 

20 634453 

1652) 



36.844,076 

36.847 100 

0.024) 

- 
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EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


35 


1-1 


m: 


35 3 


354 


36.1 


30 2 


36.3 


36 4 


36.5 


UNAUTHORISED. IRREGULAR. FRUITLESS and WASTEFUL EXPENDITURE DISALLOWED (Continued) 

Fruit!#*! end wasteful expenditure 

Re: e*i£j .at nf fruitless and waste'ji si"r: -_tjro 
Open Jig balance 

Fra cess and wasteful exoend ture me year 
Written off by cou.ncJ 

Recovered FrxCess and wasteful enpenduro me year 


Fr-jteu and wasteful expend turn a* at g farmer acton 


Incident 

[Oise ip Unary stepef criminal proceedings 

interest was pad to E»om ana T emam 

ffivt sbgjfed and recovered after year end 

interest and penalties were pad on Eskom and Te«om accounts 

iVnaenod 

interest was pad to ESkom and Telkom pnor year 

None 

W Mkuyana-salary pad mexvneay 

To be recovered 


iTtau^r 

RcconcJatcn of xreg ular expend tune ■ 

Opening balance 
Irregular expenditure for tne year 
Irregular expenditure for (tie pw year 
Written off 

Irregular expenditure awaiting fjrtnor actio > 


incident 

DtictpNnary stept/enminat proceedings 

SCAT procedures not faWQwed current year 

Wnfflerinff 

utaao Basadt investment 

Wnden off 

MDtonvLfmA/wrti Conjfrucfton JV 

Written off 

5dw procedures not fbNowed pnoryear 

Wntten off 

SCW procedures nor rbsowed-^dian Prop Davaiopars 

Written off 

SCM procedures not taaowed-Lrtawe Be ia j- investment 

Wrdtenoff 


MillrillLffmi 

EfrtirK'tt flltirl«?vt*9r frim 

Una purtftated iKwh| 

Un4t sold (Kwti) 

Una lost during dutiiPuLi:*! Kwti: 

Percentage last during dtSlr nutio - 

ADDITIONAL DISCLOSURES M TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

CgntHbuttertf to org»nfr*9 local gg^mmeni. (mfma m dm>H -Saloa contributions 

Opening balance 

Counc njticrpUxis 

Amounl pad ■ currenl year 

Amount pad - prevous years 

Balance unpaid (Included In creditors) 

Atfdil ftft j f M FMA 1?? llltfH 
Oponng balance 
Cu-iont year audit fee 

External Audi Audtor Uensra! 

Amount pad current year 

Balance unpaid (Included In end lion) 

VAT.[MFMy»(lHtil 

Opencig balance 

Amounts received * current year 

Amounts received ■ previous years 

Amounts clamed - current year 

Closing balance • (Racalvable)/ Payable 


vAT ts payapie/receivnble on no casn basts VAT is only pad over |o SARS once cash is received from debtors and only i.lamed 
■ rum EARS cn:e payment ts made to crea tors 

PAYE. SPL and W - JMFMA1 25 (iMdl 
Opening balance 

Currenl year payroll deductions and Council Contnbuton* 

Amount pad - current year 

Balance unpaid (Included In creditors) 

Pension and Medical Aid Deductions . fMFMA 125 (1 Kell 
Opening balance 

Currenl year payroll deductions and Council Contnbuton* 

Amount pad - current year 

Balance unpaid (Included In creditors) 


2017 

R 

2016 

R 

69 256 

(68 033 ■ 

60 043 
1344B 
|T7 133 
(7) 

1 263 

69 296 

1 263 

1.263 


68 033 

1,263 

69.296 

27 476 747 

73 498 943 
7.217,046 

(27.476.747) 

53.239.242) 

27.476,747 


17785 4W 
1604 748 
869 461 


4 362.655 
2.854.391 

27,476.749 


10 546.184 12 985 655 

6 538. BBS 7 434 124 

4 007.301 5 551.531 

38 00% 42 75% 


620560 

500.000 

(620 560) 

(500 000) 


3 783 S04 3.958 284 


3783 504 |f 

3 958 284 | 

(3 64T,489i 

(3 958 284) 

142,015 

‘ 


(3 951047) (2C93BZBI 

446.068 7.271 166 

3 951 047 1 2*2 752 

(3 301 917) j 10 391 357) 
( 2 . 655 , 849 ) ( 3 . 951 , 047 ) 


1C 348 473 
i9137,027) 

1,211.446 

949831 

9 379047 
(ig 328,8781 

*1042714 

12 478 873 

(15 042 714) 

(12 478 870) 

- 
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EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT act {CONTINUED} 

Councillor's nrresr eoniuftt** account* - fMFMA 13* H llbll 

'no lei cwng CouniHnrs fc jz .ha rtr mam rna-i iZ cta/s as it 3T-J j"m 


2017 

n 

Outstanding 

*>&■** than so 
day* 


:0lfl 

R 

Out* (in ding 
mom than 90 

days 


Totil Councillor Arrtir Contumer Accounts 


Terms of Sactjon 65{2](e)of the Munepal Finance Management Act, 2003 (Act No 56 of 2X3) i-MFMA; 
Ecma Cmdtar* warn net pad winm 30 days 


Non-ComplUnct with Carter 11 pf tfr* Municipal Finance Management Act 

in terms of secton 36 of me Munt:p*l Supply Chan Management Regulatoona any devtaton from (no Suppty Chan Management 
Polcy need* to be approvod.'condoned by the Munjopal Manager and noted by CounGJ 

Total Suppliers 

Oeviatjoni {mpraetcate to foi O* SCM procedures) - approved by Muncrpal Manager \ 

Deviatoni {Sole supplier). approved by Mjncipai Manager 3 


Amount 
2 653 M-j 
B 24 fl L .r 
3.676,02 


CAPITAL COMMITMENTS 

R 

R 

Commitment* In respect of capital expenditure: 

Approved and contracted for: 

37,339 420 

4.6S4.60O 

Infrastructure 

23 064.062 

4 6iC 633 

Commurvty 

14.274.764 

Approved but not yet contracted lor 



Total 

37,339426 

4690.100 

This expend ture wfl be fnnncod from 

External Loam 

Cap Ail Replacement Reserve 

Government Grants 

37.339 426 

4 fi vi: 6m 

Total 

37,339426 

4690.600 
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as financial mSK management ime 

The act vtcscf Fie mjn.cpa'ty e*pcse .ttc 3 vataZ/t? fnarttai raw me udng manei in ucmprsng far .a j? interest rate rsn 
cash fcA me roil rata cn and pree m«i ctedt r*k and tiqgdty rv Tr,a Tunz pa: tys c,e*3l rs« rra"Ji^omem prcg'amTia 
teenies cn Ihe urpredxtao Lty cf thanes ir,ir*Ets .vd seek* to m n t- so petonra averse ejects cn trjn m^nzea ty s fnai ai 
performance 


(a) Foreign EMChinge Currency Risk 

*he mjn-tpn. ty dd not engage in any fttreep Jjrroney transacton 
(PI Price risk 

The munc-pai-fy 1$ not exposed to price rst. 

{c) Interest Rite Risk 

Ai the municipal Jy has Significant interest-bearing abilities. me entt/i mcome end operating cash ftnws are substanta'iy 
dependent on change* m market interest ratei. 


The munctpalJy analyses its potentat exposure to interest rate changes ert a eonfenuout basis Different scenanoi are 
simulated when include refinancing, renewal of curtent positions, aitomabvo finaneng and hedging Bated on mete scenarios 
the enfcty calculates the tfhpac! that a Change « eiterest rates will have on tne surplus/deficit for the year These scanaros are 
only smutated for -its- -tei when constitute the majonty of interest hearing liabilities 

T-e municipality d«J not hedge against any interest rale risks during the current year 


The potential mpact on tne entity's turpiusldeficl for the year due to changes n interest rates were as follow 

1017 1016 

R R 

1% (2012 * 0 5%) Increase in ntotes! rate* 21.60S 160 673 

it 3% {2012 • 0 5%) Decrease in interest rates (10.BOJ) (80 336: 


(d) Credit Risk 

CrtrM risk 11 the risk that a counter party to a financial or non-financial asset wifi fat to discharge an obligation and cause the 
mi illegality to meur a financial loss 

Cr»1 rnk consul mamry of cash deposits, cash equivalent*. trade and other receivables and unpaid cond tional grants and 
subsides 


Receivables ere disposed net after provisions are made for impairment and had debts Trade debtors comprise of a largo 
number of ratepayers, dispersed acres* different sectors and geographcai areas Ongong credit evaluations are performed 
on the financial condition of these debtors Credit nsk pertaining to trade and other debtors 11 considered to be moderate due 
the diversified nature of debtors and immaterial nature of individual oatances. In the case of consumer debtors tne munopality 
effectively has the nght to terminate services to customers but n practice mu a difficult to apply In the case of debtors whose 
account* become n arrears. Count* endeavours to collect such accounts try levying of penalty charges*, ’demand for 
payment*, 'restriction of service*' and as a fast resort, 'handed over for collection’, whichever procedure is applicable m terms 
of Council 1 Crodt Control and Pebl Celection Pdcy 


*he cred.t quai.ty of receivable* are assessed on individual debtors bans The accounts are then impaired on a individual bans 
based on the risk profceA-redil quality associated win mat individual account. 


All rates and services are payable withm 30 days from invoice dale Refer to noio t3 and 14 for 11 balances outstanding 
longer man 30 days These balances represent aJ debtors at year end whch defaulted on the* credl terms Alio refer to note 
t3 for ba ante* included n receivables that were re negotiated for me period under review 


7*jc ts 



H 


EMALAHLEN1 MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


Financial Risk management (continued) 


Ba.ances past d ue net mcarcd 



Jfli7 

2017 

2018 

24t6 

N;n 

% 

R 

% 

R 

Rates and other re:c.vao es 

100 00% 

1.656701 

100.00% 

5277736 


E ectncty 

21 32% 

V211 606 

41 93% 

3132 116 

Refuse 

■Si 47% 

15 312 5051 

-69 05% 

(5 157 721, 

Other 

* 72 16% 

9 7 34 299 

127 12% 

9 495 236 


100.00% 

5.683,400 

100.00% 

7,469.630 


No receivables are pledged as security for financial l.a&J.tei 


Dua lo me snort term nature of receivables the carrying value dsciosed m note 13 and 14 of the financial statements a an 
approximation of 4» fair value Interest on overdue balance* ore included at prene lendng rale plus 1% whore applcable 


The provision for bad debt* could oe allocated between Ura different classes of debtors a* follow*. 


Non Exchange Rece«vabies 
Rates and other receivables 

Exchange Receivable* 

Electricity 

Refuse 

Omar 


201 r 

2017 

2016 

2016 

% 

R 

% 

R 

100.00% 

■3750.525 

100.00% 

11,257 775 


0 97% 

4 08 B94 

2 54% 

1.063 603 

94 60% 

39.977 727 

92 57% 

30 774 125 

4 43% 

1 671.574 

4 69% 

2.050 423 

100.00% 

42,mm 

100% 

4-1.B8B.150 



An amount of R 5 079 096 debt was wr.tten off 


The entity only depotts cash wm major banks with ugh quality credt standing An amount of R100 000 n pledge as security 
on calf depos4i with Standard Bank A though tha credt risk pertaining to cash and cash equivalents ere consdered to be low. 
the maximum exposure are disclosed below 


The entry has no non-current investment transactions 


The banks utiaed by the municipality for current and non current investments are an listed on me JSE The credit quality of 
those nstitutxxis are evaluated bated on (no it roqurod SENS releases as wntl as ether media reports Bated on all pubic 
communications. me financial nustanab ,ty is evaluated to be of hgh quality and the credt risk pertaining to these mstdutions 
are considered to be tow 


7a* rak pertaining to unpaid condional grants and subsides are Qi adored to be very low Amounts are rocevaate from 
^alijnii and provincial government and there are no expectations of counter party default. 


All receivables are usd. vidua I ly evaluated annual y at Statement of Financial Position date for impaifmenl 

Fnancial assets exposed to credit risk at year end are as follows 
Receivables tram exchange transactons 
Receivable s from non-exchange transactons 
Cash and Cash Equivalents 


3017 

« 

5 683 400 
7656 701 
11133 998 
2a,*?*nn 


2016 

R 

7.469 630 
5 277 736 
28.J19461 
*'■766,627 


P^l 77 
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it 


Financial Risk Management (COnTinuEO) 

(*| Liquidity Rl»h 

Prudent l.q-j d ty rs< T.aru^oTcnt r -/.os ma nton.nj S-'ff.c c*i mo a .atop ty c' Lmtng tnrpugh an adequate am aunt 
cf csTintled crerit faclves Due ta mo dynamc nature cl mo under y'ng business. ina treasury manta ns f citbfry m fund ng 
cy ma r.tan.ng a va .too tty under cred t lines 


Too enct/s tn*. to Lqudty a a fa sun cf too funds avatoo.e to cover future oommirnents Tne entry manages liquid ty mt 
through an ongoing rev-ew cf future comm.tmonts and trod t facites 


Tne tool a below analyses toe entry's financial liabilities into f eleven t maturity groupings based on me remaining penod at me 
financial year end to me contractual maturity date The amounts disclosed m me table are me contractual undaeounted cash 
flows Balances due w>trvn 12 montni equal me/ carrying balances is me impact of discounting is net ngrulcam. 


2017 

Less than 1 

ye if 

Between 1 and 3 
years 

Between 5 and 

10 years 

Over 10 Years 

Long Term lACJites • Finance Lease LiabJ ty 

320.076 




Capitol repayments 

Interest 

295 4 as 

24591 

Long Term liabiitios - Hre purchase Lease Liatutity 





Capitol repayments 

Interest 

. 

T rade and Other Payables 

Unspent conditional government grants and receipts 

19.360.092 
800,500 





20.480,668 


- 

- 

i* it 

Lass thin 1 
year 

Between 1 and S 
years 

Between 5 end 

10 years 

Over 10 Years 

Ln^e Term tab‘(ties France Lease Liap. ty 

352 B90 

320.076 



Cap.toi repayments j 

Interest 

279 601 

73 069 

295405 

24 591 



Long Term mottos ■ Hre purchase Lease liabtoy 

76 491 




Capitol repayments j 

Interest 

73062 66 

3429 57 

" '■Me and Other Payables 

Unspent conditional government grants and receipts 

2D 361.009 

1 1 $7 442 





21.987,033 

320.076 
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HIT 

301* 

FINANCIAL INSTRUMENTS 


R 

R 

In accordance a in GRAP I .4 me f_n*in: al ;nstr jTer.tac* me mjn 

ctpa ry are daiifed ai t w-s 



Tne fa r vn ue Cf Lean; a 1 fistrjmer.ts npprcir mates me ar. :rtsed: 

coats ai re'e .!£□ ie : h 



F*na^c J a! Mtt h 

Classification 



Investment* 




F-xed Depost* 

F nancnfc instruments m amort.ied iluir 



Receivables 




Receivable* from exchange transacLons 

Fmancai instruments at amortsed licit 

5 693 4H: 

74E9633 

Receivable* from non exchange transaction* 

Financial mwuments at amortsed cost 

1.656 Rl 

5 277 73b 

Other Receivable* 




Government Subtide* and Grant* 

Fmancai muniments at amortsed cost 

t.69l.B€6 


Short'term Investment Deposit! 




Call Depott* 

Financial instruments at amortsed cost 

10 260 15-5 

26 023 440 

Bank Balance* and Cash 




Bank Balance* 

Financial instruments at amortsed cost 

2 673 642 

2 375 770 

Cash Floats and Advan.es 

Financial mstruments at amortsed cost 

300 

20252 


22,185,964 41 168,827 


SUMMARY OF FINANCIAL ASSETS 



Financial instrument* at amortsed eixj 

22 165 964 

41 166,627 

At amortised cost 

22.185,984 

41.188.127 


Financial LleWtHy 




Longterm Liabilities 




Capitalised Lease Liab <ty 

Financial mstruments it amortsed cost 



Hire Purchase 

Payables from exchange transactions 

Financial mstruments al amortised cost 


im 

Trade Payable* 

Financial mstruments at amortsed cost 

14 121 134 

363 6m3 

Thrd party payables (Payro 1) 

Financial instruments at amortised cost 

1 343 359 

46 145 

Payment* received n advari.f. pro paid eJoctrsrity 

Financial mstruments at amortised cost 

175 442 

210466 

Retention* and Guarantee 

Financial mstruments at amortsed cost 

3,003.672 

4 134 013 

Sundry Depot!* 

Financial mstruments at amnrtaed cost 

35 520 

21.640 

Sundry Creditors 

Other Payables 

Financial mstrumentint amortsed cost 

56 206 

94.6GB 

Government Subsidies and Grants 

Financial instrument* at amortised cost 

6W500 

1 15*442 

Current Portion of Long-term Liabilities 




Annuity Loan* 

Financial instrument* at amortised cost 



Capitalised Lease Lao ty 

Financial instrument* at amortsed cost 

295 4 S5 

279 601 

Hre Purchase 

Fmanaai instruments at amortised cost 


73 063 



20,631,519 

22.397,266 

Summary of financial liability 

Financial nstruments at amortsed cost 


20.B31.St9 

22.397,266 


*■ EVENTS AFTER THE REPORTING DATE 

Lng^gements with ESKOM regarding distributor! and tapping from trie Municipal network by ESKOM A corrector! was made 
*™g me current year and new engagement* have started The outcome and whal would yield from it a *Ul to be determined 

41 IN‘KIND DONATIONS AND ASSISTANCE 


None 

41 PRIVATE PUBLIC PARTNERSHIPS 

Dou^c4 has not entered mto any private pubic partnership* during tne financial year 
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CONTINGENT LIABILITY 

The murvcip.)- ty i Cf ^ sued E, to cnTTrtgm w.*ioreby no :a a ieged.y suffered c:nst.tutcnn' damages 


ZH« 

IS m 


~ 'i* ■fkL'i.cpai ry 4 5c ng sued by EL P.m j to damages suffered duo to neg.igence cy me r unc-pa ty n f.j ng lama nun .n 
r: - -:r me structure cl mo dan and tne dam c uCet of Hessen Cam 


The Munc-pa .ty '4 to Jig sued by O S 0 Re’i* to damages suffered due ta mergence toy tne mun.c.pa:.ty ji fa l-ng id manta n end 
man: ter the structure cf tne dam wn.l and dam cutlet of 11 agios Oam 

Summons was issued aganst Ema ati.oni Mun epa.-ty by W Kuyano 




100 00G 

3 191 ooa 


E* Grata Gratuities are payable regarding contracts for Sec 56 Managers on torminaton of contract 
C ieii agamst CouncJ 


■Mfi.OOD 


In a:i f.o above cam a potsttoie obigaben to pay for me events reman at 30 June 2017 bul uncertainty prevails of tne actual tme Of tne outflow of funds 
CONTINGENT ASSETS 


A fraud caw agahil employees amounted to R332 166 94 * n the process of mveitgaton and mdgaton 
Clam, bytcunci 

In this i»h poa»4Jie recovery of fund* rema n at 30 June 2017 bul -^certainty prevail of me actual (me of the inflow of funds 

RELATED PARTIES 

Key Management and Councillors receive and pay for services on Itie same terms and conditions as otner ratepayers / residents 

Tne rate*, service charges and other charges are m accordance with approved tariffs that were advertised to the pubic. No bad 
debt expenses have been recognised m respect of amounts owed by related pa met 

i) t Related Party Loans 

No-e 

<5.2 Compensation of bey management personnel 

The rj-.mpansation cf key management personnel ts tel out m note 22 to me Annual Feianoal Statements 

45 ] Other related party transactions 

The in-ng entry eat durng the year where Councilors or staff have an interest 


322.1B7 
3*2.1 at 


322.187 

322.187 


P Greylmg 


Entity 

universal Garage 


Tr insect kins Payments mide Payments 

445776 445 776 $ 


lap vl 
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M DISCONTINUED OPERA'IONS 

*ne Munipa ly .11 '.V.ilef Ser^Co Prcvdc- 7;5P) fsr tfio prc. sen o' ajis: and iarviat.cn serves* on &erta f cf inn Wattr 
Service Ajt ; ty Ch:* i-tam D sc ct Mun.c pa fy 'no l Aa:ar Service Aj*nc*.ty escj.ed to resume full ncccur.iat;.1 ry far tin 
Re.e-iue as from 1 July 2014. 

Tho of D tgonilnmd Qp»f^Uppa 9* Segment of Financial Padtlon In n fallow*. 

46 1 LiSfeMlSl ***QCi*f*d wit* Plecyntlnuyd l^pe ratlin ^ 

Employ Benefit* 

Past R element Beneft* * Refa- to Noto 3 1 
Long Service Award* - Re f er to N tte 3 2 
Total Non-current Employ a* Benefit Uabilrtie* 

Pq*1 Retirement Benefit* 

Balance 1 July 
Contntjuton for tno year 
Interest Coat 
Ejpendtura far tno year 
Actuanal LosMGan) 

Reeoverd 

Total pot! rat Ira man! benefit* 30 June 

tmaffffvftf'W'ft 

Balance t July 
Contribution for tno year 
Interest Coat 
Expenditure for trie year 
Actuarial Loi*/[Gart| 

Recovered 

Total long Mrvice 30 June 

TOTAL NON-CURRENT £»PL 0 Y££ BENEFITS 

Balance 1 July 

Cantrtouton for trie year 

interest emt 

Expenditure for the year 

Actuarial 1 044'tGan) 

Recovered 

Total employee benefit* 30 June 

CURRENT EMPLOYEE BENEFITS 

Current Portion of Pott Reuemom Benefit* ■ Note 5 

Current Portion of Long Service Provision 1 Note 5 

Provoon for Staff Leave Note 5 

Staff Bonuee* accrued Note 5 

Total Current Employee Benefit* 

The movement in current employee benefit* I* reconciled ee follow* Note 5 

fifBriliW fef 

Balance at begmnng of year 
Contnfiulon to current porten 
Expondlure incurred 
Recovered 

Balance at end of year 

Staff Bonuee* accrued 
Balance at beginning of year 
Contribution to curreni portion 
Expendlure incurred 
Recovered 

Balance al end of year 

Total Uabliillee ■ undated with Diicontlnued Operation* 


Tfrfc* 2D1t 


1 -jj m 




237 027 


(237,027) 


ft.354 6121 
{1334612} 


i/t.967) 
(672 181) 
(137 104) 


1672 Ifll) 
(672.181) 


(137,104) 

MUM* 1 


^ri; 
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